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Berlin to Geneva 


of Mao Tse-tung, Bao Dai, Syngman Rhee and Kim ie Sang 

across the seas to confer with the four foreign ministers—in 
Geneva of all places. They will not come until late in April ; but the 
fact that they are going to meet is already casting a subtle influence 
over Europe, which has been so deeply affected by the far-away wars 
in Korea and Indo-China. People are noticing that this rendezvous in 
Geneva six weeks hence is the result of concessions made during the 
Berlin conference by both Mr Dulles and Mr Molotov, which led to 
an almost unprecedented compronaise between them. And it has 
always been in compromises between these two stubborn men that lay 
the main hope of useful and realistic Great Power agreement. Hopes 
are bound to rise, whatever is felt about the deadlock that was Berlin, 
for some advance towards a settlement in Korea and some easing of 
the French burden in Indo-China. How far are they to be encouraged ? 
What real interest have the men of Moscow and Peking in making and 
trading concessions ? 

The question is not easily answered for the bargaining counters are 
less familiar than in the negotiations over Germany and Austria, and 
there have been new developments. First, Mr Molotov retreated from 
his demand for an exclusively Five-Power conference (including China) 
on all international issues to a position where he accepted a conference 
to include other states, and dealing only with an agenda covering Korea 
and Indo-China. Previously Mr Dulles had taken American policy 
some way to meet him by agreeing to consider in restricted session 
the idea of a conference about Asia, and later by consenting to sit at 
a table with the representatives of Peking, in order to discuss Korea 
and Indo-China. Thereby he modified American insistence on 
observing the letter of the Korean armistice agreement and turned his 
back on the wreck of Panmunjom. Anyone who thinks this was an easy 
thing to do should read the sharp criticism that assails the Secretary of 
State in his own country, where the diehards accuse him of according 
“a degree of recognition to Communist China that has heretofc¢e been 
denied by this government.” 

The critics do not, perhaps, realise the extent to which Mr Molotov, 
too, has changed his ground. They may not have noticed Pravda’s 
recent statement : 

The most important demand in world politics today is the demand to 

reestablish the lawful rights of the Chinese People’s Republic in the 

United Nations. 

In spite of this, the Soviet Foreign Minister dropped his demand for 
a conference which would recognise Communist China as a Great 
Power—the first item on his Berlin agenda—and agreed to its atten- 
dance in Geneva at what would not be a Great Power conference. The 
concession was at China’s expense and not the Soviet Union’s ; but 
Peking’s silence about it is a sure sign of disappointment and reluctant 
agreement. To be recognised as one of the Big Five, as their only Asian 


[ is a strange turn of the wheel that is to bring the representatives 
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member, as superior to free India and Japan, dealing 
as an equal to the United States and to the Soviet Union, 
with the world’s affairs—all this is clearly the first 
objective of Chinese policy. Such dignity was first 
accorded to Chiang Kai-shek’s government when the 
United Nations was founded, and China was made one 
of the five permanent members of the Security Council. 
But the seat is still occupied by the representative of the 
exiled Chiang, and to oust him is as important for Mao 
Tse-tung as it was in the past for a Hanoverian King 
of England to frustrate the Jacobite pretenders. Lately, 
moreover, the Chinese have made it clear that they, like 
Mr Molotov, would like to arrange between the Foreign 
Ministers a five-power peace pact outside the United 
Nations that would deal with all international issues—a 
sort of concert of continents. 


* 


How great is the setback for China and how im- 
portant the concession made by Mr Molotov may be 
judged from the agreement reached in Berlin. It says 
that the four Foreign Ministers 


propose that a conference of the United States, France, 

the United Kingdom, the Union of Socialist Soviet 

Republics, the Chinese People’s Republic, the Republic 

of Korea [South Korea], the People’s Democratic Repub- 

lic of Korea [North Korea], and other countries the 
armed forces of which participated in the hostilities in 

Korea, and which desire to attend, shall meet in Geneva 

on April 26th for the purpose of reaching a peaceful 

settlement of the Korean question. 

The Americans gain thereby three important points: 
(1) Asian neutrals are excluded against Chinese wishes ; 
(ii) nothing in the Asian complex—for example, the 
future of Formosa—will be discussed except Korea and 
Indo-China ; (iii) American recognition of Peking is 
brought formally no nearer, for the text of the agree- 
ment includes a statement that the conference will not 
involve diplomatic recognition where this has not already 
been given. Not only has patient negotiation from 
strength paid the West ; it has made possible a shift in 
the positions of both sides. This is not appeasement 
but diplomacy as it should be conducted. 

Why was Mr Molotov, otherwise so uncompromising 
in Berlin, ready to agree to a Far Eastern conference on 
terms so disappointing to his ally ? He was, of course, 
giving away no vital interest of his own country in order 
to secure this measure of détente in his relations with 
the West. But it seems probable that he had more 
positive reasons. The Korean situation remains unsatis- 
factory from the Soviet point of view so long as strong 
American forces remain on the mainland of Asia in 
South Korea. There they—or some of them—will 
obviously remain so long as there is only an armistice 
and not a peace settlement. To get them out is a 
common interest of Moscow and Peking, for they are 
dangerously near to Vladivostok as well as to Mukden ; 
and this may be China’s main reason for accepting the 
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Geneva meeting. Mr Molotov cannot get American 
forces out of Europe save at a price that he is unwilling 
to pay ; but he has some chance of getting them off the 
Asian mainland without great cost in power or prestige. 
Some kind of settlement may, therefore, be intended, 
short of a “ united and independent Korea.” 

Even more important for Mr Molotov must have 
been the wish to involve France in negotiations over a 
settlement in Indo-China and thus indirectly, but most 
effectively, to influence French policy in Europe. The 
United States Government has always been anxious 
that any Asian conference should cover Indo-China, 
because it feared that a settlement in Korea alone 
would leave China free to turn its energies southward. 

The French, too, wanted a conference on Indo- 
China ; having failed to gain a military victory against 
a Vietnamese Communist army supplied from China, 
they see no way to end fighting save by negotiation 
with the major Communist powers, which can at will 
increase or reduce support for Ho Chi-minh. This is 
the possibility that interests the Russians, who have 
otherwise no stake in Indo-China. By playing on 
French hopes and fears there it may be possible to keep 
M. Laniel’s government stalling on the rearmament 
of Germany and the creation of the EDC. By giving 
way a little on China Mr Molotov may be able to undo 
the effect in France of his giving away nothing on 
Germany and Austria. 


* 


It is a shrewd calculation and one that had been 
foreseen. It is almost as embarrassing to the Americans 
—for reasons described in an article on page 610 by 
our Washington Correspondent—as it is to the French. 
M. Bidault, it is true, has declared that he will not 
allow vague hopes of what might happen in Geneva 
to hold up progress with France’s European policy. But 
the French Assembly may think differently ; it may 
argue that France cannot hold its own with Germany in 
the European Defence Community unless the drain on 
its strength is checked in Indo-China. If so the Ameri- 
cans and the British may find themselves asked to give 
yet a little more in guarantees and assurances to France, 
in order to prevent success at Geneva becoming the 
condition of success with the EDC. 

The western ministers will need to prepare very 
carefully for this April meeting. It may lead to yet 
another meeting, and then another, until Europe and 
Asia are involved in a chain of interlinked conferences, 
slowly producing piecemeal and minute improvements 
in the international situation. There is a lot to be said 
for piecemeal negotiation and improvement ; it is the 
method that Mr Eden has consistently advocated 
against Mr Molotov’s broad sweeps of talk. But it must 
not be allowed to interfere with the organisation of 
Western Europe and the reconciliation of France and 
Germany. These are things good in themselves, not 
to be bargained about. 
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[* is never wise to insist too shrilly that the 

Conservatives must have a coherent policy. 
They have been the largest single party in the 
House of Commons for more than forty of the 
first fifty-three years of this century, and have 
got along very nicely without one. They are 
getting along very nicely still. But it is not altogether 
fanciful to find some parallel between the Conservatives’ 
present popularity and the popularity of the Liberals 
just before the first world war, when success at the polls 
was masking the fact that the old order in which 
Liberalism had flourished was changing—and bringing 
with it the seeds of doubt and unrest among the faithful, 
which so quickly became the seeds of decay. Of course, 
it will never be possible in a democracy for one out 
of two parties to fade right away, as one out of three 
can and has. But the Conservatives should ponder 
deeply two long-term problems which the Liberals 
forgot : namely the reasoned case that they propose to 
put up to the electorate if they are to do as well in the 
next half century as they have done in the last, and the 
difficulty of quelling unrest among their own bewildered 
backbenchers. 

Their electoral problem may not seem a pressing 
one, because the Government has done very well at 
recent by-elections. In these circumstances the Tories 
may see little incentive to make their propaganda rise 
above the groundnut and red meat level. Their 
strenuously prepared party political programme on 
television next month (like that of the Labour Party) is 
likely to conform to what might be called Woolton’s 
Law : that the amount of thought given to a policy is 
in inverse ratio to the amount of time and money spent 
on disseminating it. 

The Conservatives should realise, however, that the 
ultimate dangers of the rule of Woolton’s law are greater 
for them than for the Opposition. However Labour’s 
internal argument may end, indeed even if it does not 
end, Labour will offer some sort of programme in each 
general election in the foreseeable future, with much 
new legislation proposed and many traditional left wing 
war cries. The Conservatives cannot always rely on 
poking fun at those war cries, and asking for another 
doctor’s mandate—even though, at the next general 
election, provided nothing goes wrong in the meantime, 
they will be able to claim that during the present man- 
date they have cured the patient of the flu if not of his 
general debility. But the time will come when the 
electors will ask, “‘ What next ? ”; and the danger is that 
Conservatives will then be deeply offended. 

The electors’ question can be answered in two ways. 
First, the Conservatives might try to scramble together 
a ragbag of proposals with which to match the Labour 
programme in time for each new contest ; if they do 
this, however, they may be forced eventually to promise 





How to Conserve Conservatism 






legislation to make such things as co-partnership, joint 
consultation and contracts of service compulsory, in 
bland disregard of the fact that it is the essence of 
Conservatism that such practices should be adopted 
voluntarily. Their back-benchers will not like that. 
Alternatively, they must state frankly that their theory 
of government does not call for any great programme 
of state action. This is almost certainly their right 
course, provided they can adopt it without looking 
weedy. For too long the Conservatives have allowed 
Labour to make the running and to indoctrinate the 
electors to expect all parties to offer lavish plans for 
Government action. If the Conservatives now want to 
teach that legislation is only a means to an end, and not 
always the best means, then they have no time to waste. 


* 


It so happens that the next few months should pro- 
vide a golden opportunity for such a restatement of the 
Conservative party’s basic principles. For most of last 
year, because of the illnesses of Sir Winston Churchill 
and Mr Eden and because of Mr Butler’s immersion 
in the problems of day to day leadership, the three men 
with the stature to lift the party’s eyes further than 
the length of a three line whip were wholly prevented 
from doing so. Now the prospects are better. Mr 
Eden, the heir-apparent to the leadership, who can do 
this sort of thing rather well, has a breather between 
conferences ; and the fact of those conferences may 
convince Sir Winston that the world situation will get 
on all right for a week or two without his undivided 
attention. But if Conservatives are to adopt this unusual 
habit of philosophising, a habit they have hitherto left 
to the Labour Party, they will have to decide on 
what their philosophy should be based. 

The answer ought to be obvious. The Conserva- 
tives’ broad philosophy must be based on the prece- 
dents set during the leisured days of Opposition, after 
the thumping defeat of 1945 had forced the party to 
think. At that time Mr Butler with his charters, and 
later the “One Nation” group with their detailed sur- 
vey of the social services, showed that Tories could 
handle the mystique of economic planning and the wel- 
fare state just as well as the Wykehamists. Admittedly, 
the Industrial Charter may look a little fusty today ; but 
after a little dilution from the ideas of Mr Eden, with 
his “ property-owning democracy,” and of Sir Winston 
Churchill, with his ladder up which all can climb and 
his net to catch those who fall off, it can be made to 
look like something that can be called a recognisably 
Conservative economic pattern. To this there can be 


brought in aid the useful and general beliefs that the 
Conservatives are better at reacting against economic 
crises than Labour (for it is difficult for Labour politi- 
cians to proclaim that they are abler reactionaries than 


590 


their opponents) ; and that they are more willing to set 


the people free from unpopular controls if circumstances 
permit. 


This is the policy that the Conservative leaders should 
‘ try to sell to the country, if Conservatism is to be con- 
served in the long run. But the problem remains: can 
they also sell it to the amorphous collection of no-longer- 
hard-faced but still-rather-soft-thinking men on the 
benches behind them ? There are two main dangers. 
The first is that some Tory back benchers are now so 
fearful that they might be launched on a vague Gadarene 
slide to something akin to Socialism that they are fight- 
ing every real or imagined break with traditional Tory 
practice, however out-dated. The much criticised, and 
now probably defunct, Industrial Organisation and 
Development Bill is a case in point. In calmer moments 
many back benchers would probably agree that this 
measure contained the germ of a useful idea. But when 
they were presented without warning with a Bill td allow 
compulsory levies all over industry they shied violently. 
A much more important example, of course, has been 
the revolt over Suez ; and this is the sort of revolt that 
is very likely to recur. In the field of foreign policy 
it is still regarded as respectable for Conservatives to be 


Our Duty to Interfere 


It is anything but pleasant to be for ever travelling over 
old ground, answering old objections, and exposing old 
misrepresentations ; but when speakers persist in re- 
iterating exploded fallacies, writers are perforce compelled 
to reiterate previous refutations. . . . Both Lord Grey 
and Mr Cobden are of opinion that we have been quite 
wrong in interfering in the Turkish quarrel at all. Both 
speakers admit that the conduct of Russia has been unjust, 
aggressive and indefensible ; yet both agree that we should 
not have interfered to thwart that conduct. Russia has 

been very wicked, they say; but nevertheless we ought 
1} to have allowed Russia to have her way. A great violation 
| of the law of nations has been ventured on; but what 
concern was that of ours ?. A great wrong has been done ; 
but our duty was to stand by and see it done. . . . But 
has Mr Cobden read history or travels to so little purpose 
as not to know that a claim to “ protection” is one of 
the regular steps in the progress of Russian ambition 
towards the absorption of the States whose territories she 
desires to append to her already colossal Empire ? And 
has he in his heart the smallest doubt that the demands 
of Prince Menschikoff, out of which the quarrel has arisen, 
were, however they may have been worded, but one stride 
further towards the possession of Constantinople ? Did 
not the seizure of the Principalities show them to be 
so? . . . Finally, have not Russian avowed despatches, 
Russian intercepted despatches, Russian acts, made all this 
as Clear as daylight ? We say, therefore, without fear of con- 
futation, that the real question now at issue is . . . whether 
Russia shall be allowed to appropriate European Turkey 
and establish her throne at Constantinople—whether she 
shall be allowed to thwart and repress the internal im- 
provements and for ever to disturb the internal tranquillity 
of those countries whose greatest misfortune is their con- 
tiguity to her—whether she shall be allowed to obstruct 
and destroy the navigation of the Danube, and to make a 
mare clausum of the Black Sea ? 


The Cronomist 


February 25, 1854 


THE ECONOMIST, FEBRUARY 27, 1954 


reactionary, since foreigners who are reacted against do 
not have votes. 

The second danger lies in the broad field of policy 
where Conservative back benchers have no coherent 
emotions to lead them, but where Conservative 
Ministers are equally unsure about where they want to 
go. The Government has hitherto settled these prob- 
lems by resort to a Ministerial mediator. When the 
demand for a dash to convertibility welled up out of 
Conservative attachment to the ideal of setting the 
people free, and promptly clashed with Conservative 
traditions of both desirable caution and undesirable 
protectionism, the task of working out a compromise 
“collective approach” to convertibility was delegated 
to Mr Eden. When the desire for a free market in 
agricultural produce clashed with the traditional Con- 
servative policy of cosseting the farmer, the task of 
finding a compromise was delegated to Mr Butler. When 
the demand for competitive television clashed with a 
strange but very Conservative belief that the standard 
of reasoning power among those who usually watch 
television programmes might be grievously impaired 
thereby, the task of finding a compromise became such 
a popular one that several Ministers joined in it. 


a 


It is not surprising that the proposals emerging from 
all these mediations have been unworkable ; Conserva- 
tive politics in such matters have degenerated into the 
art of devising the impossible. Inevitably, this has 
added to the distrust and disillusion among the back 
benchers ; and it is only a temporary comfort to the 
party to reflect that almost all the issues that are referred 
to compromise solutions in this way are necessarily such 
complicated issues that the general public does not 
understand what is happening. 


In essence, therefore, Conservatism, despite its 
successes of the last two and a half years, is in a state of 
unstable equilibrium. It is this state that is so reminis- 
cent of the Liberal Party just before its decay. Apart 
from the all-important point that a flabby second party 
can never be in such danger as a flabby third, there 
are three factors that should prevent, or at least slow 
down, a similar decay of the Conservative Party, even 
if no positive lead is given from the front bench. The 
first is that the Tories’ present party organisation is 
stronger than the Liberal organisation ever was. The 
second factor is that people attracted into the Conserva- 
tive Party are, almost by definition, the sort that do not 
regard rebellion as respectable (even if grumbling is). 
The third is that the party can be bound together by the 
common desire to oppose the Opposition, which happens 
at the moment to be the natural thing for most sensible 
men to do. But this comes perilously close to saying 
that since Socialism is losing the force of its former 
appeal to the heart, Conservatism can get by through 
making an appeal to the liver. This is a very dangerous 
principle for any major party to adopt. 
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HREE years ago, a Middle Eastern oil company 
first set the fashion for sharing its profits equally 
with the local government, on a model copied from 


Venezuela. The Middle Eastern prototype was the 
“ fifty-fifty”’ arrangement reached by the Arabian 
American Oil Company (Aramco) with Saudi Arabia 
at the turn of the year 1950-51. It is also three years 
since Dr Mossadegh deprived the south Iranian oil 
industry of access to a like arrangement. In the years 
between, the other oil companies and governments of 
the region—in Iraq, Kuwait, Bahrain and Qatar—have 
one by one followed the fifty-fifty example ; they have 
also filled the gap created by the collapse of the Iranian 
industry. 

At no cost, effort or risk to themselves, therefore, 
the governments of 
these fortunate terri- 


Arab Wealth from Oil 








less concern to Middle East minds than it would be in 
the West. Some are content simply to spend while the 
money lasts. Most of them find it easier to think in 
terms of capital costs than of running costs; the 
problem whether a particular plant could continue to 
be productive if the revenue from oil were to dwindle 
occurs to only a few. Why should it be of concern to 
people who have never been able to be regularly pro- 
ductive ? The policies preached by economists with 
experience of one-crop countries ring hollow in 
deserts ; when there is little or nothing‘ to replace oil as 
a source of wealth, who wants to listen to sermons about 
the dangers of letting consumption rise far above local 
capacity to produce, and about tucking aside funds for 
capital development to meet lean years ? 


One of these fortu- 
nate lands — Iraq — is 
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dilapidated landscape. 
For several centuries 
Arabia and Mesopo- 
tamia, once centres of inspiration and the site of civilisa- 
tions, have been allowed to slide into decay. Ruined 
cities and crumbling cisterns, forests. stunted by goats 
and fields swept by flood, have been accepted as the 
will of Allah; these were lands poor in the natural 
resources that count in the modern world and incapable 
of producing any margin for improvement from their 
primitive agriculture. And then, overwhelmingly, the 
world’s most desirable raw material cropped forth, pro- 
viding wealth almost beyond belief. Already, it is 
changing the landscape. Will it also change the outlook 
of peoples so long accustomed to a life of hazard and 
poverty, and so sunk in habits of accepting sudden 
twists of fortune, good or bad, and of snatching quickly 
at advantages before these disappear ? 

Whether revenues from oil will remain steady is of 


to receive nearly twice 


this figure. 


can afford to develop 
an attitude to its wealth 
more prosaic but much 
more practical than that of less promising lands. The 
Bahrain Islands, which are also blessed with water, are 
certainly the next best placed for sedate spending ; a 
steady tradition of security under British auspices has 
won them a comfortable role as am entrepét and an air- 
port. Kuwait (which has no water), Saudi Arabia and— 
above all—the desolate peninsula of Qatar have less 
choice of alternative resources. 

Iraq differs in one other important respect from its 
fellow-beneficiaries; unlike theirs, its pattern of 
government is democratic, and it must pass all revenue 
and expenditure through an exchequer that is subject 
to the authority of parliament. The others.belong to 
absolute rulers who regard their fiefs much as a feudal 
landowner thought of his family and tenantry. Their 
revenue, or the bulk of it, goes to the paterfamilias 
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who alone is answerable for the amounts he spends on 
the family and on the tenants and estate ; for instance, 
it is still thought perfectly natural, as it was in medieval 
England, that a member of the family should appro- 
priate some hitherto unwanted tract of desert in order 
to sell it to the state for development. 

The question posed at the start of this article was 
whether and how soon ingrained habits might change 
to match a changing landscape. Firm conclusions are 
difficult to draw from so patchy a picture. Two of the 
most disquieting features are the expensive tastes that 
are being inculcated without cost to the inhabitants in 
either risk or effort, and, in the feudal territories, the 
social upheaval that is inevitable when children now 
being educated along twentieth-century lines—taught 
by Egyptians or Palestinians or at the American Univer- 
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sity of Beirut—begin to question the customs of elders 
who are by tradition their betters. Plainly, Iraq is the 
place best endowed for solving these problems of 
tomorrow, and it is probably, therefore, chiefly to Iraq 
that optimists must look for first signs of a departure 
from the habits of centuries. Today, technical improve- 
ments are more often sought because they will put 
money into some private pocket than because they will 
bring about a deeper change, such as generation of a 
creative spirit or the dawn of a spiritual or cultural 
renaissance. These former attributes of Islam have, 
as the Agha Khan recently declared, been dormant for 
so long that they threaten to disappear. One cause of 
their collapse was lack of money. Now that this missing 
ingredient has reappeared, who is going to show that 
they are capable of revival ? 


Nothing short of a place-by-place survey can convey the variety of five separate Arab responses to the phenomenon 
of wealth. This is given below, with the comment that, if the measuring stick is capacity to spend upon increasing 
productivity, Iraq, with its promise of developments that do not depend on oil, must take first place. 


Irag. Oil revenue represents about 
one-third of the national income. At 
first, it was wholly earmarked for capital 
development, and paid to a Development 
Board which has been well managed 
financially. The Board’s proportion 
has since been reduced to 70 per cent, 
the balance going to current ministerial 
budgets in order that these may shoulder 
thear share in improving the country. 
Ministerial expenditure on defence and 
social affairs has notably risen as a result. 
The Development Board, which 
handles all major capital works, has 
budgeted to spend just over £150 million 
in the five years 1951-56; more than 
one-third is earmarked for flood-control 
and irrigation, the next biggest items 
being new industries and roads. The 
Board got off to a slow start because flood 
control is the prerequisite of nearly all 
development in southern Iraq. The 
Euphrates flood was under control in the 
winter of 1952-53 ; that of the Tigris will 
be controlled by 1955 ; contracts for three 
of the eight major dams that it will now 
pay to instal have been awarded ; so are 
contracts for one or two of the first major 
industries, including a national oil 
refinery. The Board’s great failing is 
poor publicity ; its major achievements, 
though praiseworthy, are remote and 
unseen, and the keynote of Iraqi senti- 
ment towards it is impatience. 


Kuwait. No one can _ chide the 
Kuwaitis for moving too slowly. They 
are a thrusting people who, a century 
and a half ago, moved away from un- 
wanted neighbours—built a town on 
a waterless bay and thereafter made a 
scanty living by seafaring and boat build- 
ing. This hard life endowed them with 
gusto; from the start, therefore, they 
determined to spend their oil revenue 
(which now constitutes over four-fifths of 
their national income) on building a 
welfare state. 

Naturally, a comfortable income goes 
to the ruling family, but in 1953, out of 
a round {£60 million “ earned ” from oil, 
about two-thirds was spent on new state 


developments and their maintenance, 
and most of the balance was entrusted 
to an investment board and tucked away 
abroad. Within three years Kuwait has 
produced the most up-to-date hospital 
in the area, free to all (including non- 
Kuwaitis), and free schools equipped with 
apparatus that would be the envy of most 
British towns of equal size. 

The direction of spending has mostly 
been good, but its volume is wide open 
to criticism, for the pace has cost 
millions of pounds that may later be 
regretted. Departments, vying with one 
another in energy and grandeur, have 
run up costs out of all relation to esti- 
mates; undue haste has resulted in 
several million pounds’ worth of white 
elephants that dot the landscape, and 
expensive imported equipment has been 
damaged beyond repair because proper 
port facilities were lacking. If the whole 
of the £90 million development pro- 
gramme is completed, it will burden the 
privy purse and Treasury with running 
costs which, at a conservative guess, will 
be £25 million per annum. 

The only investment contemplated 
that will be permanently _productive 
independently of oil is that for a sweet 
water canal from the Shatt el Arab 
which could turn a place without a 
blade of green into an agricultural 
community. 


Bahrain. The Bahrain Islands differ 
from Kuwait and Qatar in that they have 
enjoyed an income from oil since 1933 
and their increase of wealth has been, 
by comparison, both small and slow. 
Bahrain, for generations a centre of 
Persian Gulf trade and of its pearl 
market, had a window on the outside 
world ; for instance, it started schools on 
modern, as opposed to Koranic, lines as 
early as 1919. A British adviser, the 
friend and contemporary of a prudent 
sheikh, has worked shoulder to shoulder 
with him for nearly thirty years, and no 
violent scenic revolution has taken place ; 
Bahrain’s latest annual report remarks 
that “as usual, the increase (of expendi- 


ture) is mainly in the education and 
public health budgets,” and the first two 
words tell their own story. 

Oil revenue now amounts to three- 
fourths of the national income. One- 
third of it goes to the Sheikhly family 
and two-thirds to the state. 


Qatar. The ambition of this un- 
promising peninsula is to blossom into 
a likeness of Kuwait. Its preoccupa- 
tions, for lack of productive enterprises 
on which to spend, include the question 
whether or not to spend £3 million upon 
dredging a channel through the shallows 
opposite its capital to suit its amour 
propre and reduce its dependence upon 
the entrepét of Bahrain. Its ruling family 
retains an income rather greater than the 
revenue that it has so far been able to 
spend upon developments ; further plans 
are to spend £3} million on development 
between mid-1953 and the end of 1956. 


Saudi Arabia. Assessment is difficult 
when so large a country publishes no 
figures for actual revenue and expendi- 
ture and issues budget figures only inter- 
mittently. Despite a rise in revenue from 
about $7 million in 1938 to about $197 
million in the fiscal year ending March 
16, 1953, the Saudi government is over- 
drawn. It is slightly in debt to the 
Export Import Bank, also to the 
Netherlands Trading Society that till 
lately acted as its banker, and it owes 
Aramco for advances made to build a 
railway that cost over $50 million—a debt 
that it will probably not finally pay off 
until 1960. 

By comparison with Kuwait or Iraq 
its expenditure on public benefits such 
as health and education and social ser- 
vices is sadly low (§ per cent only of the 
total budget was earmarked for these in 
1952-53). Saudi Arabia must needs spend 
on defence and on the internal security 
which it maintains by means of subsidies 
to its tribes. But if millions remain un- 
accounted for, there are 325 Saudi princes 
of the realm who expect handsome 
allowances; money poured down the 
drain at least needs no upkeep. 









1g 
ch 
T- 
ne 
in 
1d 
ty 


Pe 
by 





THE ECONOMIST, FEBRUARY 27, 1954 


Pa a i i aa aa 


cp ee RNR oe 
ot coal 


T is a strange reflection on the state of economic 
knowledge that so much depends on the demands 
of the consumer and yet so little has been recorded about 
them. The official figures of personal spending, which 
appear in the annual national income blue books, date 
back only to 1938. They reflect, therefore, demands 
that have been shackled by rationing and controls and 
distorted by subsidies. But now, with rationing practi- 
cally over, and even food prices again mostly reflecting 
world costs instead of reflecting what the gentlemen in 
Whitehall think fair prices should be, the free consumer 
is emerging from his retirement. Will he be a completely 
new kind of consumer or will he behave much as his 
predecessor of prewar days ? With this question in 
mind, it is timely that there should have been published 
this week the first findings from an extensive research 
into consumer spending between the wars.* 


This research, which is part of a project to build up a 
consistent series of national income estimates, has been 
sponsored jointly by the National Institute of Economic 
and Social Research and the Cambridge University 
Department of Applied Economics. In this, the first of 
three volumes on consumer expenditure (a later volume 
will take the figures back to 1900), Mr Richard Stone 
and his collaborators analyse the British public’s spend- 
ing on food,.drink and tobacco, fuel and light and 
housing. Those who know the waywardness of such 
statistics today, let alone thirty years ago, will appreciate 
the patient and exacting way in which these pieces of the 
jig-saw puzzle have been joined together. And, formid- 
able and sometimes rough-hewn though the underlying 
calculations must have. been, the results are portrayed in 
a style which would do justice to any book on fine art. 


The outline picture of total spending, which can now 
be drawn up for the last thirty years, holds several sur- 
prises. Table I shows that in 1920 personal expenditure 
averaged {£115 for every man, woman and child in the 
country ; in 1938 the figure was down to £94. But since 
prices had dropped by as much as one-third during these 
years, the actual quantity of goods and services obtained 
from the lower outlay had risen by more than one-fifth. 
Indeed, whereas consumption per head today (even after 
allowing for the most recent increases) is only some 4 or 
5 per cent higher than it was in 1938, in the preceding 
fifteen years it rose by as much as 22 per cent—an 
average increase of 1.3 per cent each year. And this 
upward climb in consumption was almost unbroken, the 
general strike and the slump causing barely perceptible 
retardations in its growth. It took a war to bring any 
real check. 

These findings seem to make nonsense of the 
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_ * The Measurement of Consumers’ Expenditure and Behaviour 
in the United Kingdom, 1920-1938. Volume I. By Richard Stone. 
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The Consumer in Freedom 


widespread belief that only in recent years have living 
standards been improving so fast. It is easy to forget 
the benefits that came from the fall in the prices of 
British imports between the wars. This comparison 
between the rapid increase in consumption in the 
troubled twenties and hungry thirties and the small 
increase in the forties and early fifties does, however, 
ignore two important factors. First, an average figure 
of consumption tells nothing of the way in which it is 
distributed. Today there are far fewer people living at 
either the high or low ends of the scale than there were 
between the wars. Secondly, the welfare state makes a 
much larger contribution to the standard of living today; 
Government spending on health and education, for 
instance, does not enter into these personal estimates. 


I—TOTAL EXPENDITURE AND AVERAGE PRICES 


| Total ex- 


Expenditure per head 





| penditure Average 
at price 
current |Atcurrent} At 1938 index 
| prices prices | prices 
£ million £ £ 1938= 100 
RD cincina Suchen 5,051 115-5 |. Té-k 150 
BD ets chdann’s 3,938 87-4 | 79-1 110 
PUES char int cee | 4,052 88-7 | 83-9 106 
RSE kes awake os 3,736 80-6 | 84-3 96 
RO cs’ chuabs 3,989 85-1 90-1 94 
er ery 4,444 93-6 93°6 100 
EGE eck cvcneds | 5,318 121-8 82-7 147 
TOO Ni vsses -- | 6,907 147-5 92-4 160 
RUS bis hak ves | 10,407 208 -8 95-2 219 


Expenditure on food (which does include the full 
values of welfare foods) can now be traced back for 
thirty years, both in money terms and after allowing for 
changes in prices. Food consumption has kept more or 
less in line with consumption as a whole but it has 
increased rather more rapidly in the years following each 
of the wars. Over the whole span since 1920, food 
consumption per head has risen by about a third. But 
because food prices fell more than most between the 
wars, food absorbed only 30 per cent of the average 
family budget in 1938, compared with 35 per cent in 
1920. Today it takes 32 per cent again. 

The details of food bought between the wars tell the 
story of a nation getting more variety into its diet yet 
at the same time growing more lazy in its cooking. Table 
II shows that the consumption of bread changed very 
little ; but its fancy rivals—biscuits and cakes—went 
ahead. Much less margarine but more butter went into 
the larder in the 1930s than in the 1920s. The con- 
sumer in 1938 ate much more cream than he did in 
1920, and much more sugar and confectionery ; he used 
more pickles and sauces and discovered that he liked 
soft drinks much more and hard drinks much less. And 
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he made life easier with the tin-opener—there was a 
striking increase in the consumption of canned vege- 
tables and fruit. 

While most other prices fell the average value of 
rents went up between the wars by about one-quarter ; 
in part, however, this must have been a reflection of the 
fact that the standards of accommodation were improv- 
‘ing rapidly. In consequence, while rent absorbed rather 
less than 6 per cent of total spending in 1920 it absorbed 
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Ii per cent of it in 1938. Since then, rent restriction 
and subsidies have brought the share down to 7 per 
cent, while expenditure on keeping the house heated and 
lit makes about the same proportionate claim on the 
purse as it did thirty years ago. 

A striking exception to the general rise in consumption 
between the wars was drink. Beer consumption declined 
sharply in the early 1920s and again during the depres- 
sion years, but recovered somewhat in the late 1930s. 
Spirits declined in popularity almost continuously ; less 
than half the amount was drunk in 1938 as in 1920. 
These declines may have been partly aided by the fact 
that drink prices fell much less than most other prices. 
But smoking, which also became relatively more 
costly, makes quite another story. While the pipe 
became less popular, cigarette-smoking went up by leaps 
and bounds. After allowing for the influences of changes 
in incomes and prices, Mr Stone calculates that the 
demand for tobacco increased between the wars at the 
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average rate of about 3 per cent each year. There was 
some rise in consumption per smoker, but the increase 
was mainly due to the spreading of the habit among 
women ; Mr Stone estimates that the numbers of women 
smoking increased from 2.7 million to 6.5 million 
between 1928 and 1938. 

It is such changes in habits and tastes, associated per- 
haps with social and educational movements, that are 
the stumbling block in the prediction of demand. But 
in the long run, the real usefulness of these consumer 
statistics must lie in the realm of prediction, in the hope 
that it will be possible to make a sensible forecast of 
how consumers will react to changes in economic condi- 
tions. Some encouraging steps have been taken by Mr 
Stone when he analyses, as a skilled econometrician, the 
effects of changes in income and prices on demand. 
Briefly, he believes that—in the short run at least—con- 
sumers tend to buy a fairly stable amount of food 
whatever the changes in prices and incomes, although 
relative price changes may cause them to change from 
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one sort of food to another. Demand for goods other 
than foodstuffs is likely to be much more variable ; it 
can change rapidly as prices change and according to the 
amount of money that people have left over after meet- 
ing their food budget. He has no doubt that in many 
ways the free consumer of today will behave as the 
consumer of yesterday. But there are still important 
influences that have not yet yielded to the mathe- 
maticians’ skill. The mysteries are likely, however, to 
be considerably lessened by the time this investigation 
is complete. 
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Labour’s Brave Decision 


HE issue of German rearmament has divided Labour 
. so evenly that the party can scarcely claim a collective 
attitude ; but the leadership has shown courage and good 
sense by deciding to go ahead with a split one. At Margate 
last year a resolution was passed that “ there should be no 
German rearmament before further efforts have been made 
to secure the peaceful reunification of Germany.” Both 
the Parliamentary party and the National Executive have 
now voted that these efforts have been made and have failed, 
and declared in favour of a German contribution to Western 
defence. In the Parliamentary party the official motion was 
passed only by 113 to 104, after a delaying motion by Mr 
Harold Wilson had been rejected by an even narrower 
margin of 111 to 109. It is possible that Mr Wilson might 
have won the day if Mr Attlee had not taken a tip from 
Lord Salisbury and rallied his backwoods peers. The voting 
was less close on the National Executive, where the official 
view was approved by 16 to 9 ; but here again the minority 
was more than just Left Wing. 

The fear of German rearmament has brought together 
an oddly assorted collection of Labour groups—the lunatic 
left, the ordinary Bevanites, the bloc of Jewish MPs, 
ex-servicemen of both wars, some MPs who are unex- 
pectedly emotional on this subject without being emotional 
on anything else, and many of the party’s old women of 
the male sex. Some of these strange bedfellows will soon 
part company, but in the meantime Labour seems curiously 
cheered at finding an argument which cuts clear of the 
all too familiar Bevanite wrangle. Mr Morrison struck the 
right party note in the debate in the House on Wednesday, 
when he prefaced his exposition of the official decision 
by an equally lengthy explanation of the doubts and fears 
of the minority. 

Apart from the fact that the Shadow Cabinet counselled 
the right course—although even there a strong minority 
emerged—it is hearteningly significant that the party leaders 
forced their rank and file to make a decision at this time. 
Whether the initiative came from Mr Attlee himself, or 
more from Mr Morrison and Mr Gaitskell, remains 
obscure ; but when procrastination could have avoided 
a split (the famous Attlee conditions underlying the 
Margate resolution have always been very elastic) the Right 
Wing leaders insisted on a show-down. In domestic 
matters the Labour leaders, and particularly Mr Attlee, 
can be infuriatingly timid, but on the big issues affecting 
foreign policy—conscription, Korea, Nato and Britain’s own 
rearmament—they have invariably acted decisively and in 
defiance of the vocal minority on the left. Some hard things 
have been said in The Economist about Mr Morrison’s 
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conduct of foreign affairs when in office ; it would be wrong 
to miss this opportunity of acclaiming him with a loud 
“ well done.” 


“Dangerous and Unrealistic” 


PINION abroad should not let itself be misled by the 
O over-dramatised split in Labour ranks. Far more 
important is the fact that there is virtual bipartisanship on 
this cardinal issue of foreign policy, and that Mr Morrison 
saw and stated clearly the strategic as well as the political 
objections to any neutralisation of Germany. Indeed, it 
has never been clear how those who maintain that German 
rearmament cannot be kept within reasonable and agreed 
limits by the joint authority of the European Defence Com- 
munity and Nato can also argue that its strength could be 
limited. when all occupation forces had been withdrawn 
and all alliances forbidden. That argument postulates 
complete confidence and loyalty between Moscow on the 
one side and Washington, London and Paris on the other, 
with Germany just playing dummy. It is, as Mr Eden 
pointed out, a “dangerous and unrealistic” idea, not a 
policy but a projection of emotion. 

The feelings of distrust and resentment aroused by the 
idea of rearming Germany can be understood, but they are 
dangerous for two reasons. First, because they poison the 
atmosphere of goodwill and trust that Dr Adenauer has 
built up with the help of European and British statesmen ; 
secondly, because they offer the younger generation of 
Germans no political idea that can be opposed to the 
harkings back of the nationalist elements in the older 
generation. 


German Socialists’ Line 


R MORRISON and the majority of the Parliamentary 

Labour Party accepted the fact that the Berlin confer- 
ence had met the party’s demand that German reunification 
should be attempted before Germans were rearmed. Mr 
Molotov has himself to thank for this result. The stand 
he took in Berlin made it impossible for Socialists in Britain 
or Germany to claim convincingly that the alternative to 
German rearmament in the European Defence Community 
is reunion in freedom. 

It is evident that both in Britain and Germany the crux 
of the matter is whether the opposition believes, with Mr 
Molotov, that talks on Germany should go on in order to 
hold up the EDC. In Federal Germany the Socialists are 
taking the same line as that of Mr Harold Wilson and his 
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followers, whose amendment (defeated by only 2 votes) 
_ stated that the rearmament of Western Germany could not 
be countenanced so long as the possibilities of relaxing 
tension by east-west negotiation were not exhausted. The 
German Socialists are still saying that the Western Foreign 
Ministers might have secured a promise of free elections 
from Mr Molotov if they had specifically abandoned the 
EDC. They are not satisfied with the fact that united Ger- 
many would not be bound to the EDC in advance ; nor do 
they frankly admit that Mr Molotov would evidently not 
risk free elections in any circumstances. Their leader, Herr 
Ollenhauer, has again rejected a fresh attempt by Dr 
Adenauer to adopt a bi-partisan foreign policy. If the 
German Social Democrat leaders were not blind, they 
would be impressed by Mr Morrison’s statesmanlike rap- 
prochement with Mr Eden. It is still possible that the 
majority view of British Labour may affect the Germans 
at the meeting of European Socialists in Brussels this week- 
end. But, unfortunately, it seems likely that the Bevanites 
will encourage the Germans to maintain the illusion that 
further talks with the Russians will in some way bring 
about a miracle. 

The Social Democrats are not alone in criticising the 
Western Ministers for not doing enough in Berlin. German 
nationalists of all shades are taking up a cynical, carping 
attitude as if both sides were to blame and somehow 
“ Germany’s true interests lie between East and West.” It 
is depressing to note how Dr Adenauer’s broacicast 
on the conference contrasted with most of the comment in 
the German press. His wholehearted approval of the 
Western bid for German freedom in Berlin and _ his 
unequivocal belief in the European Community are hard to 
match in any other German quarter. 


Kenya’s Bad Report 


PT CHE report of the parliamentary delegation which visited 

Kenya in January heavily underlines many of the more 
pessimistic things that have lately been said about the 
colony. It makes no attempt to gloss over unpleasant 
truths. Most notable of all, the three Conservative and 
three Labour MPs who made up the delegation are unani- 
mous both in their assessment of the situation and their 
recommendations for ameliorating it. This unanimity 
should be a great help to Mr Lyttelton on his forthcoming 
visit to the colony, when he can hardly avoid important 
decisions. 

The gist of the delegation’s findings is that the situation 
in Kenya is worse now than when the emergency began 
nearly eighteen months ago. The Government has failed 
to rally the mass of the Kikuyu to the side of law and order ; 
even—indeed, particularly—in the centre of Nairobi itself 
Mau Mau terrorism is getting an ever firmer grip on the 
fears of the population. For the first time there are grave 
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risks of the disease infecting tribes other than the Kikuyu. 
The report bluntly accuses the police of brutality, corrup- 
tion and lack of discipline ; even when all allowance is 
made for the fact that the police have had to operate in 
terribly difficult circumstances with raw, untrained levies 
against an enemy of unspeakable brutality, this section 
makes ugly reading. The new Commissioner of Police, 
Colonel A. E. Young, will have to wield a ferocious new 
broom in and around his own office if his service is to 
command willing co-operation from the loyalists among the 
Africans. The six MPs also roundly condemn the demands 
for “ summary justice ” and the disrespect shown by some 
sections of the European population for the due processes 
of law. 

The main policy conclusion of the report is one that both 
the British Government and the Kenya Government have 
hitherto resisted—that long-term political objectives cannot 
be dissociated from the day-to-day conduct of the emer- 
gency. The delegation felt that it would be a mistake to 
delay African, and Asian, political advancement any longer, 
if these communities are to play their full part in putting 
down Mau Mau. The more moderate settler leaders agree, 
even though they have a tendency to avoid making speeches 
that would annoy the diehards. It would be foolish to 
pretend that the closer association of African politicians in 
the ranks of Government would necessarily lead to a more 
efficient conduct of the emergency ; in particular there is 
a tragic lack of African leaders capable or trustworthy 
enough to take executive responsibility—partly because 
so many of the best African leaders have been murdered. 
It may be that Mr Lyttelton will have to decide to devolve 
more power upon the military while moving circumspectly 
but steadily towards a broadening of the structure of 
civilian government. Whatever Mr Lyttelton’s decision, 
he must recognise that one of the basic assumptions behind 
the British Government’s attitude to date—that pleas for 
political reform serve only to obscure the fact that the first 
essential is a speedy end to the emergency—now stands 
discredited ; those who have ignored the reformers’ fiddling 
have not prevented the flames from spreading. 


To the Guillotine! 


N” even the oratory of Mr Macmillan and Mr Bevan 
could prevent Monday’s debate on the “ guillotining ” 
of the Rents Bill from being anything but perfunctory. 
Timetable motions are nowadays becoming necessary for 
most controversial Bills of any complexity, and the real 
question at issue is at what stage they should be introduced. 
Oddly, the answer seems to be that it is more democratic to 
introduce them early rather than late. 

After Labour’s frequent use of the “ guillotine” when 
in office, Mr Macmillan was fully justified on Monday 
in accusing Mr Bevan of putting up a sham fight ; but 
Mr Macmillan’s own party, when in opposition, was always 
righteously fervent in opposing all curbs on discussion. 
The Government could fairly claim that the use of the 
“ guillotine ” has rarely been so clearly justified as in the 
present case. The Repairs and Rents Bill consists of 44 
clauses and § schedules. The Standing Committee had 
taken 10 sittings (25 hours) to reach the middle of Clause 7 
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when the Government’s patience gave out. As the contro- 
versial rent clauses had not yet been reached, the Govern- 
ment had good grounds for fearing that at the rate of 
progress being set the Bill might not even reach the Statute 
Book this session. 

But whether the Government’s timetable now allows 
sufficient time for the rest of the Bill to be scrutinised is 
more debatable. Assuming that the committee does not 
change its sitting habits, there cannot be more than 30 
hours at most for the rest of the committee stage ; Mr Bevan 
had some grounds for his argument that this does not allow 
sufficient time for considering the complicated issues raised 
in the later clauses of the Bill. But the moral seems to be 
that the Government’s best course would have been to 
introduce a timetable right from the start, as the Labour 
Government did over its Steel Bill. It is usually possible to 
tell in advance which Bills are likely to need a “ guillotine.” 
Delay in applying one merely means, as in the present case, 
that the first few clauses are discussed at inordinate length 
and the remainder tend to be skimped. 


M. Bidault’s Next Move 


BIDAULT has returned from Berlin with a greatly 
M. heightened prestige. His performance has been 
applauded not only by the French champions of EDC. Some 
of the Frenchmen sitting on the fence may well have come 
to the conclusion that a firm stand in the Western alliance 
pays dividends not only in praise and compliments but in 
actual tangible rewards. It is generally held in Paris that 
the calling of the limited Geneva conference (discussed in an 
article on page §87) marks a personal victory for M. Bidault 
and a concession not only from Mr Molotov but from Mr 
Dulles as well—an American concession to keep France on 
the European path. 

Encouraged by these developments the government is 
apparently determined to pursue its European policy and 
finally bring about the debate on the ratification of EDC. 
Despite the internal quarrels about the shape to give to the 
treaty and the various suggested amendments, a small 
majority could probably be found to ratify it. Mr Molotov 
did little in Berlin to strengthen the ranks of the “ anti- 
Europeans.” On the other hand, France’s reward has its 
seamy side. Many of those who applauded M. Bidault 
would like to postpone further decisions to see whether 
Geneva will prove more propitious than Berlin, and to add 
the solution of the Indo-Chinese problem to the other French 
pre-conditions for EDC. 

The conviction that France must somehow get rid of the 
Indo-Chinese burden is certainly gaining support in the 
country and in the Assembly. Furthermore, it may still 
prove impossible to stage the EDC debate before the Geneva 
conference ; the committee stage, Franco-German negotia- 
tions about the Saar and the Easter recess are likely to 
prevent it. Well aware of this, the government is, however, 
trying to keep the two issues separate. M. Bidault would 
not deny the direct link between the Indo-Chinese com- 
mitments and France’s fear of a rearmed Germany, but he 
may well point to the lesson of, his Berlin experience that 
firmness is the best method to obtain tangible results. He 
could also add that by explicitly linking the fate of EDC 
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with the success of the Geneva conference France would only 
encourage the Communist negotiators to delay or to offer 
impossible terms. 


Eclipse of Neguib 


A’ The Economist goes to press, news reaches London 
of the high words that passed only a few hours earlier 
inside the Council of Revolution in Egypt, and of the 
resultant resignation by President Neguib of all his posts. 
Colonel Gamal Abdul Nasser, chairman of the junta has 
taken over full executive powers. The fact that it was neces- 
sary to cancel the President’s trips to the Sudan next week 
and Pakistan next month shows how sudden was the crisis. 
Colonel Nasser, a more authoritative figure than any other 
member of the officers’ committee, has long been acknow- 
ledged by most members to have been the brain behind the 
movement since its earliest days of secret meeting in the 
desert. All are now busy reminding the world that Neguib 
joined them only at a later stage. 

Coming so soon after the dissolution of the Moslem 
Brotherhood, this no less great upheaval is bound to split 
Cairo into even more factions than it already contains. The 
prospect is one of difficulty for any government. The likeli- 
hood is that whoever rules will have to increase the volume 
of anti-British and anti-western propaganda and policy if 
he is to keep a hold on public favour. The day not only of 
settlement with Britain, but of securing big foreign invest- 
ments, would appear to be postponed. 

Tories anxious to count blessings are bound to reason 
that, from Britain’s point of view, an unsettled Egypt cannot 
be worse and might be better than a settled one bent on 
deadlock. They can add that unsettled conditions might 
prompt the Sudan, and even certain members of the Arab 
League, to lean away from the Egyptians and towards the 
West. But upsets inside Egypt are not so obviously advant- 
ageous if their price is the security Of British soldiers and 
of a very large foreign community in Cairo and Alexandria. 
The backbenchers would be unwise to gloat. 
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Passed to Mr Macmillan 


NOTHER step in the wearisome and seemingly endless 
A chain of negotiations about the reconstruction of local 
government has been taken. Representatives of the county, 
urban district, rural district and parish councils have laid 
a united set of proposals before the Minister. It is some- 
thing that these four local authority associations should 
have agreed among themselves on a policy for reform ; but 
since that policy is for the most part both vague and 
inadequate the matter is not much forward. 

The most definite point in the proposals is that the 19 
county boroughs which have less than 75,000 population 
should lose their present status. This arrangement would 
reduce the number of major local authorities and strengthen 
the fabric of county government ; but it has merit only if 
combined with an overhaul of the status and functions of 
the larger county districts. It is absurd that while some 
medium-sized towns (which happen to be county boroughs) 
should run all their own services, other towns and districts 
of equal size and strength should have negligible powers 
and be obliged to leave the management of all their main 
services to the counties. These frustrating anomalies— 
under which Harrow with 219,000 people has the same 
powers as Amblecote with 3,000—are undermining the 
interest and participation in local government of ordinary 
They will not be removed by the associations’ 
proposal to strengthen the schemes for delegating powers 
from county to county districts. All such schemes fall foul 
of the fact that financial responsibility—and hence real 
control—remains with the county. 

The fifth local authority association, the Association of 
Municipal Corporations, has so far held its hand. It cer- 
tainly will not agree to the proposed abolition of the smaller 
county boroughs. Thus Mr Macmillan, who has said he 
will take no action unless the local authorities agree among 
themselves (which they never will), will be faced with 
another deadlock. The supine attitude of the present 
Government to this problem is only slightly less stultifying 
than the frivolous attitude of its predecessor. The Labour 
Government dismissed the Local Government Boundary 
Commission for the political crime of producing a coherent 
—and therefore contentious—plan of reform. Mr Mac- 
millan’s duty is to the public at large and not to the vested 
interests of particular local associations. Both the structure 
and finances of local government need a thorough overhaul 
—and by this Government, not the next one or the one 
after that. 


cluzens. 


Pledges for Uganda 


UGANDA is no longer a political issue. On his recent 
B visit to London, Sir Andrew Cohen, Governor of 
Uganda, may not have succeeded in convincing all Labour 
members of the rightness of the decision not to allow the 
Kabaka to return; but official Labour policy is evidently 
going to concentrate on the long-term plans for the pro- 
gress of the whole protectorate and to ignore the Kabaka— 
at least for the time being. 
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Those plans were outlined by the Governor in his 
speech to the new legislative council at the beginning of 
this month, and underlined in the statement made by 
Mr Lyttelton on Tuesday. They are all based on the 
development of Uganda as a primarily African state, which 
means—in Mr Lyttelton’s words—that “ when self-govern- 
ment is achieved the government of the country will be 
mainly in the hands of Africans.” That is the principal 
pledge given to allay Baganda fears that through federation 
or immigration Africans will find themselves in a sub- 
ordinate place. Economic development will need foreign 
capital and foreign skill. But immigration is already 
strictly controlled, as is the alienation of land. There is no 
reason to fear that industry and mining, which are bound 
to be on a small scale compared with agriculture, will upset 
the Africans’ land rights or lead to much immigration. 
Nor will industrial development be accompanied by an 
industrial colour bar. The clearest possible pledge on this 
point was given by Sir Andrew and reaffirmed by Mr 
Lyttelton this week. They went farther and declared that 
both government and industry will train Africans for skilled 
work and responsible posts. 

On constitutional issues Mr Lyttelton made no definite 
statement, although the Baganda’s proposal that Uganda 
should be a federation was implicitly turned down by his 
declaration that only as a united country would the protec- 
torate be strong and prosperous. But the Government is 
taking one new step to help solve Buganda’s constitutional 
problems: in particular the relations between the Kabaka- 
ship, the Ministers and the Lukiko, and between the 
Lukiko and the Legislative Council. An independent 
“expert,” as yet unnamed, has been asked to go out to 
Uganda to hold discussions with the interested parties, and 
to help them to put forward agreed recommendations. He 
will also discuss the implications of industrialisation. This 
is a novel and interesting alternative to the usual investiga- 
tion of colonial troubles by a formal commission. It has 
the advantage that whatever recommendations are put 
forward will come from the people concerned rather than 
from an outside body. 


Sparring on Disarmament 


HE Soviet Union as a champion of disarmament in a 
wicked and warmongering world plays an important 
role in Soviet propaganda. It was hardly surprising, there- 
fore, that Mr Molotov could not be entirely prevented from 
harping on the theme at Berlin. His proposal that a world 
disarmament conference should be convened this year was 
met by a counter-proposal from M. Bidault that the matter 
should, in effect, be returned to where the western ministers 
thought it belonged—the United Nations. What happened 
after Mr Molotov had been persuaded to confine his remarks 
on disarmament to the restricted sessions is not known. 
(Nor is it known what the Soviet and American foreign 
ministers said to each other at their private talks on the 
policy of atomic energy.) But at the end of the conference 
the four ministers announced that they had agreed to hold 
an exchange of views on disarmament “as provided for ” 
in the United Nations resolution of November 28, 1953. 
This agreement represents something of a concession by 
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the Russians to the western point of view. At the General 
As: bly last November great efforts were made to draw 
up a disarmament resolution for which both East and West 
could vote, in the hope that this would serve to heave the 
UN Disarmament Commission out of the rut into which 
it had fallen. This resolution suggested that the com- 
mission should consider establishing a sub-committee of 
“the powers principally involved which should seek in 
private an acceptable solution ” of the problems of disarma- 
ment and of atomic weapons. But the Russians would do 
no more than abstain ; and their abstention was held to 
mean that they would not collaborate in the private talks 
proposed by the resolution. Now, however, they seem to 
have changed their minds. 

After the Berlin conference Mr Molotov said that the 
agreement on disarmament talks imposed “ definite obliga- 
tions” on the four powers. What exactly—if anything— 
he meant by this remains to be seen. Last November the 
Russians were still trying, without success, to stuff down 
the throat of the General Assembly their omnibus peace 
plan, which calls among other things for the unconditional 
prohibition of atomic and hydrogen weapons and a one- 
third reduction in the armed forces of the Big Five. Unless 
they can produce some more realistic ideas, the proposed 
private talks have little chance of success. 


Mr Rhee’s Pacific Pact 


R SYNGMAN RHEE is trying to drum up support for a 
M Far Eastern anti-Communist alliance. Last 
November he went to consult Chiang Kai-shek on Formosa 
and both men afterwards issued a joint appeal to the nations 
of South East Asia to join an anti-Communist Pacific pact. 
Now Mr Rhee has dispatched a goodwill mission to take 
further soundings in Saigon and Bangkok, as well as in 
Formosa. His objects are clearly to build up his own 
prestige and obtain still more support and military aid from 
the Americans. 

The South Korean President has no doubt found grounds 
for hope in the statement made last June by the American 
Secretary of State when discussing the problems of Middle 
East defence. Mr Dulles said that the United States, while 
waiting for a formal security association to grow up in this 
area out of the present vague desire for a collective security 
system, could “ usefully help to strengthen the interrelated 
defences of these countries,” so that they can resist the 
“common threat to all free peoples.” There is no theoretical 
reason why the same principle should not apply to other 
parts of the world, including the Far East. 

In practice, however, there are at least two important 
respects in which the Far Eastern situation differs markedly 


from the Middle Eastern. In the first place, the countries . 


now being canvassed by Mr Rhee’s emissaries are already 
receiving American military aid on a substantial scale. The 
Americans have recently increased their efforts to reinforce 
the Thai army, navy and air force, partly in response to the 
general threat of the war in neighbouring Indo-China, partly 
with an eye on the autonomous Thai area within China ; it 
is thought that China might some day use these Thais as 
“volunteer ” forces in Burma, Laos and Siam itself. In the 
second place, the Americans have always been highly 
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sceptical about the possibility of a really effective anti- 
Communist alliance in the Far East. At this stage it might 
be of some use psychologically, but they maintain that such 


yan alliance, if it is to carry any weight, must include 


Japan ; and there is not the ghost of a chance that either 


Rhee or Chiang would welcome Japan as a member of their 
club. 


Pink Peers and Red Scouts 


YOUNG man called Paul Garland is a member of the 

Young Communist League, a fatuous organisation 
which has about 1,500 members and so little grip upon 
the faithful that in any one year about 80 per cent of its 
members leave—to be replaced by others. Garland has been 
refused enrolment as a Rover Scout, and his case has been 
indignantly cited as an example of the evils of McCarthyism. 
One evil of McCarthyism has indeed been demonstrated in 
the affair ; the fact that it has induced woolly libertarians 
to suppose that it is respectable to start hunting for witch- 
hunters, as a sign that one does not believe in hunting for 
witches. This attitude is based on a total confusion between 
discrimination and intolerance, which are very different 
things. 

The Scout movement, after all, “ fears God and Honours 
the Queen,” and demands of its members a pledge in those 
words. It may be held that the scouts ought to cut the 
“Scout Promise” out of their constitution. So long as it 
stands, however, it is hardly reasonable to protest at a scout- 
master’s refusal either to waive it for the special benefit 
of Communists or, by accepting it from Communists, to 
allow it to be cheapened to the point of tongue-in-cheek 
meaninglessness. One would not deny to the Ancient Order 
of Rechabites the right to refuse admission to a newly- 
enrolled and active supporter of a drinking club ; nor could 
the refusal be reasonably regarded as persecution ; 
intolerance, and the infliction on its victim of a 
pariah’s status. Or would it? Perhaps if Senator 
McCarthy had devoted his attention to drinkers and their 
friends and associates, if every Civil Servant who had once 
laughed at a Guinness advertisement or expressed an 
admiration for G. K. Chesterton were lying awake at night 
wondering whether to resign or wait to be fired, the answer 
to the question might be different. But, for the moment, 
the Labour peers and politicians who have been criticising 
the Scout movement’s decision are in an invidious position. 
Among the forty organisations quite rightly proscribed by 
the Trades Union Congress and the Labour party for their 
membership stands the Communist party. McCarthyism 
at Transport House ? 


Civil Service Centenary 


HUNDRED years ago this month the Northcote-Trevelyan 
Report on the Organisation of the Permanent Civil 
Service was presented to Parliament. The centenary has 
been marked by two elegant little publications—one a 
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historical account by Mr Wyn Griffith and the other a 
lecture delivered in the sania of London by Professor 
K. C. Wheare.* 

‘I *he report of 1854 nde four main recommendations, 
which became the corner stones of the service as it is today. 
These were, first, that appointments to the civil service 
should be made by competitive examination and not by 
patronage ; second, that promotion should be by merit and 
not by seniority; third, that there should be a distinction 
between copying and intellectual work ; and fourth, that 
there should be single integrated service. At the time these 
recommendations, especially the first, were horrifying to 
many people. Queen Victoria feared that to abolish patron- 
age would fill the public offices with “low people without 
the breeding or feelings of a gentleman.” Trollope, in “ The 
ionic Clerks,” caricatured the authors and suggested that 
they would in time subject the whole population, even 

ae to examinations. Sir James Stephens declared that 

No man of real mental power, to whom the truth is 
known beforehand, [will] subject himself to an arduous 
examination in order to win a post so ill-paid, so obscure 
and so subordinate. 
How wrong he was. That the service has been able to 
attract able young men is largely due to the separation of 
routine from intellectual work suggested by Northcote and 
Trevelyan—the creation, in fact, of the Administrative 
grade. Professor Wheare suggests another reason : 
prestige that once derived from aristocratic patronage sur- 
vived the introduction of the competitive examination, and 
still contributes to the honour in which the service is held. 

But if the civil service has had more than its share of 
the nation’s talent in the past, there are now fears that the 
standard of entrants will fall. It was disputes over pay in 
the lower grades of the civil service that prompted the 
appointment of the Royal Commission that is now inquiring 
into pay and conditions ; as a result, the centenary has also 
been marked——through historical coincidence—by the pub- 
lication of a factual memorandum submitted by the Treasury 
to the Commission on the share-out of the £400 million odd 
paid in salaries to the 745,000 non-industrial civil servants 
(excluding the foreign service) last year. The report suggests 
that there are obvious anomalies in the “ Tomlin formula ” 
under which civil service salaries are now determined. But 
it is to be hoped that the Commission will not merely con- 
centrate on ironing out these anomalies in the lower grades ; 
the vital problem before the civil service in this centenary 
year is whether rewards of public service are high enough 


at the top to attract those who can become “ statesmen in 
disguise.” 


Hands across Iran 


HEN Sir Zafrullah Khan, Pakistan’s Foreign Minister, 

Ww was asked last week whether his new pact with 
urkey could be called a first step towards a regional 
prs organisation, he replied cautiously that “ it might 


and it might not.” Two days later came his formal request 
to Washington for military aid under the Mutual Security 


* The British Civil Sievicn 1854- 1954. Wyn Griffith, HMSO. 


Is. The Civil Service in the Constitution. K. C. Wheare. 
Athlone Press. 2s. 6d. 


the social* 
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programme. The pact is therefore a first breach in the 
“neutrality” front, that India and Egypt would like to 
make of the so-called Arab-Asian bloc. As the map shows 
only too clearly, sheer distance impairs its military signifi- 
cance. Its importance is psychological, for it marks a shift 
in the pattern of Asian thinking. 

Only a month ago, this seemed uniform. Moslems on 
a round of visits from Karachi to Damascus and Cairo 
assured one another that each had no thought of military 
links either with the west or Turkey, and that all were 
inimical to Israel. Since Pakistan’s attitude has changed 
so fast, there is speculation whether its example will not be 
infectious to other Moslems ; wishful thinkers forget that, 


ALA Arabian Sea 
N PROT.. 
AFRICA 
Riise oe <4 _ e an eee 
owing to Pakistan’s links with the Commonwealth, it con- 
stitutes a special case. What is has done is to present the 
Arabs with proof that it is possible to do deals with the 
West without ceasing to bear it a grudge over Palestine. 
On a map, Iraq and Iran stand out as the two exposed 
areas that might feel inclined to seek such an alliance, but 
Iran has two good reasons against doing so. It is tempera- 
mentally inclined to the balancing feat as between Russia 
and the West that it has practised so elegantly for more 
than a century ; moreover, until it has created social condi- 
tions in which poor men have something to lose by change, 
its public will not put much heart into commitments against 
Russia. Iraq, with its promise of prosperity from oil, has 
more to defend than Iran, and is a little less loth to commit 
itself. Its premier has this week pointed out that the West 
is its only possible source of armaments ; but to interpret 
this remark as promise of joining a military alliance is 
highly premature. The new pact, which is “open to all 
peace-loving states,” is thoroughly distasteful only to Egypt 
and India, who, as would-be neutrals, ought to be peace 
lovers par excellence. 


Arming India’s Neighbour 


M‘ MOHAMMED ALI, Prime Minister of Pakistan, has 
now officially stated that his government has 
requested military aid from the United States ; at the same 
time he emphasised that there were no conditions attached 
to the assistance and that the question of lending bases 
to foreign forces did not arise. The help, he said, would 
be used simply for Pakistan’s own “legitimate defence ” 
and to enable it to take part in the United Nations system 
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asbestos cat 


Only an inhabitant of the lower regions could possibly have any use for an Ashestos Cat. But if our export 
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department received an order for one, the turn a hair. Seriously, the uses of Asbestos in 


industry are growing at a fantastic rate. 
Apart from its first great natural propert » fibrous structure of asbestos renders it easily adaptable to 


any uses te . é ) ith « © mate is ' . ’ 
many uses, often in combination with other materials. It ean be spun. woven and moulded. We, ourselves, 


ese are Caposite and Caposil, both Preformed and Plastie heat 
insulations, also Capasco Moulded Brake Li 


turn it into many products. Amongst tl 


ngs and Asbestolux Incombustible Building Board. It is 
available as yarn or cloth, as mattresses for locomotive boilers and also has its uses in those transports of 
delight, the jet liners. 

Asbestos may solve some problem that’s proving a bit of a headache in your branch of industry. If you 
think so, consult the people who know best about Asbestos. 


THE CAPE ASBESTOS CO. LTD., 114-116 Park St., London, W.1. GROsvenor 6022 
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There ts a local office 


to administer your estate 


SOCSCSSOOSSHSECO SEC HOO OEOOM 


Tuere are often very real advan- | Bank administers an estate the affairs 
tages to be obtained when an estate is are handled not by a remote organi- 
administered by those who have first- sation but by personal contact through 
hand knowledge of local conditions the appropriate local office of the 
and who are easily accessible to the Department. 
dependants. For information about the Exe- 
The Executor and Trustee Depart- cutor and Trustee services of Lloyds 
ment of Lloyds Bank has 28 offices in Bank in your district, please enquire 


England and Wales. When Lloyds at any of our branches. 


LLOYDS BANK 


Executor and Trustee Department 
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THIS ANNOUNCEMENT SHOULD NEVER 
HAVE TO BE PUBLISHED! 


If the dilemma of British farming had been considered seriously, 
such a plea as we are about to make would have been 
unnecessary ! 

Here we all are, in an overcrowded island of some fifty 
million people. After two world wars, we depend increasingly 
on home production for our food supplies. The era of cheap 
imported food has gone forever. 

During the vital war years, our farmers got the support they 
so rightly deserved and they responded in full measure to the 
call for extra food. Now, when the need is just as great, we 
ignore their reasoned arguments for easier credit facilities. Is 
this a sensible attitude ? 

We must have more food from more acres. Farm wages 
have risen, so farmers must offset these rising costs with more 
mechanisation and the replacement of antiquated machinery. 
More money must be found—yet loans to farmers are still 
subject to the high rate of 5° interest! Taxation adds yet 
another burden, preventing the accumulation of capital to 
plough back into the farms. 

This absurd situation must be altered. Loan interest rates 
must be lowered. Some form of tax relief must be granted. 
Capital must be readily available for agricultural expansion— 
not to line the farmer’s pocket, but to produce the nation’s 
basic essential—food ! 

The land is our finest investment. Let us not forget it! 


GROW MORE FOOD IN BRITAIN 


Issued in the interests of British agriculture by 
Massey-Harris-Ferguson, Coventry. 


Ferguson tractors are manufactured for Massey-Harris-Ferguson (Sales) Ltd., Coventry, by The Standard Motor Company Ltd. 
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of collective security. As thus stated, there is nothing to 
give India valid ground for objection, yet its hostility to 
the pact is nevertheless intense. 

The main cause is undoubtedly the fear that Pakistan, 
with increased strength, may threaten or even make war 
on India over Kashmir and other disputed issues, and that 
India will be put at a disadvantage in relations with 
Pakistan by the American action. But Mr Nehru has 
preferred to put his case publicly on quite different 
grounds ; he talks about Pakistan bringing the cold war to 
India’s doorstep and seems to claim some kind of right to 
determine his neighbour’s foreign policy. This attitude 
inevitably forfeits sympathy abroad, for it is clear that if 
India has a right to be neutral in the current division of 
the world, Pakistan has an equal right not to be. It 
is certainly not the intention of the United States to 
strengthen Pakistan against India; it is rather that both 
nations should be strong enough to prevent seizure of the 
sub-continent and its resources by the Communist powers 
in the event of a general war. 

It would probably now be politically impossible for 
Mr Nehru to accept aid from the United States even if 
the latter were willing to extend it. India might increase 

; own arms production, but only at the cost of disrupting 
the present Five-Year Plan, with serious consequences both 

x the economy and for the popularity of the Congress 
party. A movement for a pro-Soviet policy which would 
bring arms supplies from the Soviet Union might easily 
become a formidable factor in Indian politics. There 
remains the possibility that Commonwealth countries 
might provide India with some help in the field of defence, 
particularly as regards up-to-date weapons in which it is 
notably deficient. Indeed, it is a mystery why they did 
not supply Pakistan adequately. 


Free Press Next Year? 


HE Minister of State at the Board of Trade was able 

last Monday to be more informative on the subject of 
newsprint than he had been the week before. He said 
that representatives of the newspapers had now told 
the Government that the supplies of newsprint available 
to them this year will not be large enough to permit the 
removal of rationing. Last week Mr Heathcoat Amory 
had puzzled the House by saying that “ supplies sufficient 
to maintain a safe stock level and provide for any increase 
in present consumption are unlikely to be available this 
year ”"—a statement that seemed hard to reconcile with 
the known offer by Canadian mills to supply an extra 
100,000 tons in the year starting next July (including about 
50,000 tons by the end of 1954). 

The newspapers’ representatives believe that an extra 
[00,000 tons a year of imported newsprint might be enough 
to allow the end of control next year. (It would not be 
cnough if increased imports represented the only possible 
iddition to supplies, but the newspapers are counting on 
being able to attract much of the home-produced newsprint 
that is now exported.) Even if the Government were to 
make sufficient dollars available, the newspapers would 
certainly hesitate to seek all their additional import require- 
ments from Canada ; but it is plain that if they are to get 
tid in 1955 of the galling restrictions on their size, more 
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dollars will have to be spent than the (recently increased) 
amount now authorised. The Government must decide 
quickly what it is prepared to allow, because newsprint 
cannot be bought over the counter at the moment it is 
needed. Its decision should give due weight to the fact 
newsprint is one of the few raw materials still subject to 
quantitative restrictions, and that Britain’s is the only free 
press in the world that still endures rationing, it should 
perhaps be hastily explained that weekly newspapers do 
not generally use newsprint ; conscientious readers need 
not fear that increased imports of it would cause The 
Economist to grow any bigger. 


Uncertain Irish Trade 


HE provisional returns of the Irish Republic’s trade in 
oe (writes our correspondent in Dublin) show that 
exports, at £114 million, were the highest ever recorded. 
Imports were valued at £183 million, and thus the visible 
adverse balance was £69 million, compared with £71 million 
in 1952 and £123 million in 1951. In both 1951 and 1952 
net invisible earnings were around {60 million; this 
suggests that the total deficit on the balance of payments 
last year was very small—although, probably, still a deficit. 

These results have been received with rather more satis- 
faction than they warrant. Neither side of the account 
looks very reliable. Imports are beginning to increase 
again after a sharp fall from the stockpiling year of 1951. 
No doubt this reflects greater industrial activity; but 
industrial output does not make any significant contribu- 
tion to the export trade, which depends principally on the 
ability of Irish farmers to sell at competitive prices. It 
is here that misgivings are greatest. The fall in the price 
of some products and the freeing of the British market can 
hardly fail to affect a trade which has enjoyed good prices 
for many of its products and which was provided with 
unexpected markets throughout 1952 and much of 1953 
by British restrictions on imports from the Continent. It 
looks as if exports will be more difficult to sell in 1954 than 
in any year since the war. This means that the Irish 
economy may be faced with some uncomfortable readjust- 
ments in the coming months ; and it is only too easy to 
imagine circumstances in which the balance of payments 
for 1954 might go badly wrong. 
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Letters to the Editor 


Ladocsmamales 


Apartheid in the 

° eo. 
Universities 
Sir—In the issue of January 9th, com- 
menting on the address delivered by Dr 
D. F. Malan as Chancellor of the Uni- 
vérsity of Stellenbosch, you state: “ Race 
relations are bound to suffer by this new 
isolation of contacts between the races.” 
May I ask why? After all, as any 
schoolboy knows, contact is the one 
essential element for conflict. The Euro- 
pean and the Bantu had no conflicts with 
one another at all at the time that van 
Riebeeck landed at Cape Town in 16§2. 
It was only when contact was established 
in the vicinity of the Kei river, between 
the Bantus proceeding southwards from 
the north and the Europeans proceeding 
northwards from the south, that wars 
ensued. 

When the various planes of contact 
(and therefore also of friction) in South 
Africa are taken into account, it is quite 
surprising how well South African 
Governments from time to time have 
succeeded in avoiding serious trouble. 
We have here not only Protestants and 
Catholics, not only English-speaking and 
Afrikaans-speaking South Africans ; but 
also a very large number of German 
people in South West Africa (where 
German is an official language); one of 
he largest percentages of Jews in the 
werld; a Bantu population of some 8 
million which in turn is divided into any 
number of nations or tribes (nations that 
fought one another bitterly until the 
Europeans established some measure of 
peace and order between them); plus a 
large number of Indians ; a number of 
so-called “Cape Coloureds ” born from 
an intermingling of races ; and a number 
of Cape Malays, who are descendants 
of the Malays who came to the Cape 
under the Dutch rule. 

Taking into account that practically all 
the groups speak different languages, 
have different customs and different 
political aspirations, it is quite clear that 
indiscriminate contact and intermingling 
must result in friction and bloodshed. 
Everybody realises that contact in some 
form or other is inevitable, but in South 
Africa there is such a lot of contact daily 
that is completely unavoidable that the 
Government must ease the tension by 
limiting contact and ensuring separation 
in all spheres and places where it is 
possible. 

To compare the racial policy of South 
Africa in your mind’s eye with that of 
India, or Great Britain, or the Gold 
Coast, would be fallacious. In those 
countries the minority populations are 
such a small percentage of the total popu- 
lauion that, ng matter what policy is 
followed, the consequences could not be 
too serious ; but when the percentage 


comes to 20 per cent and more, in dif- 
ferent minority groups, racial policy that 
limits the planes of friction when and 
whenever possible is imperative. This 
entails a lot of work, a lot of expense, and 
a lot of criticism from unenlightened 
outsiders who have nothing to lose ; but 
the alternative is the lynchings of the 
southern states of the USA where the 
Federal Government, ideologically 
blinded by the theory of equality, has 
been enforcing contact on the people. In 
contrast we prefer apartheid.—Yours 
faithfully, 
D. W. R. HERTZOG 
Stellenbosch, South Africa 


Blaming the Index 


Str—The interesting chart in your issue 
of February 13 gave the following index 
figures for prices, wages and profits 
in 1953 on the base 1938 = 100: 
Weekly earnings 300 (estimated) 
Consumer prices © 
Wage rates J 
Gross dividends . 140-150 (estimated) 

The following are the maximum 
salaries of Assistant Secretaries and Prin- 
cipals in the Administrative Class of the 
Civil Service in 1953 on the same basis: 

Assistant Secretaries 145 
Principals ciiakikaaveuho, ae 

It has been estimated that salaries of 
other professional men have, in general, 
about doubled over the period. 

These figures show what a depressed 
class these senior Civil Servants have 
become, particularly when it is also borne 
in mind that hours of work and general 
pressure have increased appreciably 
since prewar days, and that the maximum 
annual leave allowance has actually been 
reduced by 25 per cent. It is therefore 
hardly surprising that, as_ recently 
announced, the Administrative Civil 
Service is now attracting a smaller pro- 
portion of the best graduates than hereto- 
fore. If this continues it must inevitably 
lead to a decline in standards at a time 
when the ever-increasing complexity of 
government administration demands a 
Civil Service at maximum efficiency.— 
Yours faithfully, Civ. SERVANT 


228-229 


Cheap Food or Dear 
Farming 


Sir—Your article of February 6th leaves 
the major question unanswered. Does 
the country want increased food produc- 


tion or not? The Government is aim- 
ing at 60 per cent above 1938 production 
by 1956. As things are going at present 
this will not be achieved. If the country 
made up its mind that an expanding 
agriculture (which is a very large cus- 
tomer of many home industries) was in 
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the national interest, then an 80 per cent 
or even 100 per cent increase over 1938 
would be by no means impossible. But 
to achieve this a very different outlook 
would be necessary. In the first place 
the neglect of home agriculture of the 
past 100 years would need to be repaired. 


It is easy to say that Danish bacon 
for example is cheaper and better than 
British bacon. This is quite correct, but 
it need not be so. The supremacy of 
the Danish bacon industry was not 
achieved in a year, or a decade, or even a 
generation. It is the result of planning 
and effort on the part of the Danish 
Government and Danish farmers for 
more than half a century, while you say 
in your article that an assurance to 
British farmers for four years ahead is 
unnecessarily long. It has been truly said 
that it takes longer to produce a bullock 
than a battleship. The builder of the 
battleship gets an assured end price for 
his product, but you would not allow 
similar treatment for the producer of the 
bullock. There is no inherent impossi- 
bility in the British farmer being able, in 
time, to produce as cheaply and as effi- 
ciently as the Danish or Dutch farmer, 
and to supply all our needs of milk, 
butter, cheese, cream, bacon, pork, eggs, 
poultry, etc., so that no imports at ail 
of these products would be necessary. 

What would be the reaction of our 
exporting industries to a reduction in 
our food imports from abroad, with a 
probable reduction in the purchase of 
our manufactured goods by food export- 
ing countries ? _In other words does the 
country really want increased agricul- 
tural production ? Farmers are coming 
more and more to the view that it does 
not, and that agriculture is going once 
again to become the Cinderella of our 
industries, to be kept at mere subsistence 
level in times of peace, but to be con- 
veniently handy to save us from starva- 
tion in time of war. Your article would 
seem to support this view, and the farm- 
ing community is naturally chary of in- 
vesting too heavily in such an insecure 
industry. Without very considerable 
new investment, technical and produc- 
tive progress is impossible. Farmers 
would be exceedingly foolish to under- 
take a difficult and expensive expansion 
programme without some assurance that 
this would not merely depress the price 
of all their production to an unprofitable 
level, as has so recently happened in the 
case of eggs.—Yours faithfully, . 

ROGER CHAPMAN 
Newport, Monmouthshire 


Uneconomic Nationalism 


Sir—In your comment in your issue of 
February 6th, you refer sorrowfully to 
“the Treasury’s vast—and unnecessary 
—labour in producing Cmd. 9051, 


’ which sets out details of revenue and 


expenditure in 1952-53 for England and 
Wales on the one hand and Scotland on 
the other.” Why unnecessary? And 
why should not the same be done for 
Wales separately? Judging by the 
extravagance of your language m 
describing the views of Scottish and 
Welsh Nationalists, one suspects that on 
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this occasion you may have been under 
the influence of metropolitan pro- 
vincialism. 

You, Sir, appear to be quite satisfied 
with the light shed by aggregates ; but 
is it unreasonable for Scotsmen and 
Welshmen to want to see these aggre- 
gates broken up so as to throw light on 
what is happening in their own 
countries? We now know that in the 
year 1952-53 Scotland contributed 9.69 
per cent of British revenue and received 
12.34 per cent of British expenditure 
which can be specifically allocated. Your 
comment on this is that “the English 
welfare state is not being paid for out of 
Scottish taxes,” and you hint that separ- 
ite returns for Wales would be even 
“less complimentary than those for 
Scotland.” Your way of interpreting 
figures is rather one-sided: the 
Catto Report was careful to point out 
that “ lower revenue might be 
symptomatic of unfavourable industrial 
or trade conditions that might in turn 
give rise to the need for. increased 
expenditure.” (Cmd. 8609, p. 53.) 

Now that we have these financial 
returns for Scotland, it is inconceivable 
that the Welsh figures should continue 
to be merged with those of England. 
The whale may be quite indifferent to 
the presence of Jonah in his belly and 
he may sincerely believe that it is in 
Jonah’s best interests to stay there ; but 
if Jonah registers his own point of view 
by kicking a little, one would hardly 
suggest that he is the misguided victim 
of a “silly abstraction.”--Yours faith- 
fully, BRINLEY THOMAS 
University College, Cardiff 


hece 
these 


Housing and the Bill 


Sir—A simple and equitable method of 
reducing the burden of housing sub- 
sidies, and one which Mr Butler could 
usefully adopt in his next budget, would 
be to add the total amount of the subsidy 
on any particular house to the income 
of the tenant for taxation purposes. This 
is only fair and reasonable, since these 
subsidies represent as much a form of 
income as family allowances—which are 
taxed. Tenants with a low income or 
many dependants pay very little income 
tax anyway, and will not be greatly 
affected. Tenants with a fairly sub- 
stantial income and few liabilities, pay- 
ing the higher rates of tax, will find the 
benefit of the subsidies reduced. 


The subsidy on individual houses 
Should be known to, or could be calcu- 
lated by local authorities (who should, 
in any case, notify tenants of the amount 
of the subsidy on their particular pro- 
perty), and the actual subsidy should be 
used, not the minimum standard sub- 
sidy. The former averages about double 
the latter on recently-built property. If, 
however, calculations of individual sub- 
sidies were considered too involved, a 
fixed allowance could be substituted 
based on the size of the house and 
date of construction (which governs con- 
struction costs and interest rates).— 
Yours faithfully, 
London, W.2 





L. A. Cook 
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Revolutionary Colossus 


THE PROPHET 
1879-1921. 

By I. Deutscher 
Oxford University Press. 


ARMED. 


Trotsky, 


540 pages. 30s. 
[ BSRE are plenty of dwarf Trotskys 

in the world, and this detailed 
portrait of the giant himself may make 
it easier to understand and deal with 
them. For Mr Deutscher, in this first 
volume of his biography of Leon 
Bronstein, performs two services: he 
sets forth much new material that Soviet 
historiographers would dearly like to 
suppress but which is essential to the 
understanding of the triumphs and 
failures of the Bolshevik Revolution ; 
and he reflects the puzzlement of the 
western intellectual, muddled by 
Marxism, as he confronts the passionate 
arrogance and lucid ruthlessness of the 
modern revolutionary. Now that Mr 
Deutscher has displayed so much 
brilliance and intellectual 
ingenuity in recreating this unscrupu- 
lous personality, some humble bour- 
geois can examine Trotsky in the 
light of mére human considerations and 
more permanent values. Was he a 
wicked man or a deluded man? Are 
the see-saws in his thinking to be 
remembered to his credit or to his dis- 
credit? Is his predicament in 1920 to 
be compared with that of a “ protagonist 
in a Greek drama,” as Mr Deutscher 
would compare it, or with that of a 
villain in an Elizabethan drama? Per- 
haps the second volume will have more 
to say on these aspects of the matter ; 
though it is only fair to add that Mr 
Deutscher is a merciless seeker-out of 
inconsistencies. 

That something should be said is 
important, for British views of the Soviet 
achievement are likely to be dominated 
for some time to come by the recent 
work of Mr Deutscher and Mr E. H. 
Carr. The latter is almost inhumanly 
objective in his analysis of the Bolshevik 
revolution, and Mr Deutscher is almost 
purringly tolerant in his criticisms. 
Both writers, it is true, have rendered 
great service by restoring a sense of pro- 
portion to the discussion of events that 
arouse such passionate controversy and 
still influence the fates of nations ; but 
a little well-balanced and hard-hitting 
liberal history writing will be called for 
soon. 

Another criticism may be made of 
Mr Deutscher’s treatment. It is that the 
personality of Trotsky is allowed too 
much to dominate its historical frame- 
work. There is no adequate picture of 
the “canaille” Europe that helped to 
form him, or of the Russia that he 


helped to transform; one has the feel- 
ing that Trotsky, apart from his early 
cruel experiences in prison, was up 
against a not very efficient enemy in the 
Czarist system, and that something more 
is needed to explain the Bolsheviks’ 
success than their gift for conspiracy 
and efficient organisation. In many 
places Mr Deutscher seems to be adapt- 
ing successfully the technique of 
Macaulay ; he should widen his canvas 
in the manner of that master. Otherwise 
there can be nothing but praise for the 


order, clarity and very compelling 
manner of the narrative. 
Mr Deutscher turns some happy 


phrases, and his descriptive style has an 
engaging sleekness. Trotsky, he says, 
thought aloud and in public, but it 
needed. “ Stalin’s bat-like character” to 
carry the ideas into execution. One 
remembers the picture of young Bron- 
Stein sitting in Siberia “brushing the 
cockroaches off the pages” of Karl 
Marx. There is a vivid brief description 
of the suppression of the Kronstadt 
mutiny ; and he hits off admirably the 
helpless arrogance of this colossal 
intellectual when he writes: “ Trotsky 
hoped to persuade people that they 
needed no government by persuasion” 
and “in his candour he gave the people 
ample notice of the dangers threatening 
them” from his own plans. Mr 
Deutscher has obviously been stimulated 
by the brilliance of his subject’s own 
style, especially by his “intuitive” gift 
as an historian and as a prophet of the 
revolution’s future betrayal of its ideals. 
Indeed, the contradictions of capitalism 
look relatively simple and soluble com- 
pared with the predicaments of Trotsky 
and Lenin as they switched from war 
Communism to the New Economic 
Policy. 

An interesting question of historical 
judgment arises more than once in Mr 
Deutscher’s analysis. He sees and pre- 
sents the political difficulties that con- 
fronted the Bolshevik leaders in terms 
of dilemmas and antitheses rather more 
clear-cut than the pressure of political 
activity normally allows. Admittedly, 
many of them were men with years of 
practice in intimate argument among 
themselves, in planning without responsi- 
bility for consequences, and in thinking 
in schematic ways. But were their deci- 
sions really made, say in 1920-21, in this 
way? For example, at what Mer 
Deutscher calls the crossroads of the 
revolution—the point at which the party 
decided to be deliberately undemocratic 
—he says that free voting and speaking 
would have destroyed the dictatorship ; 


606 


but if the dictatorship destroyed prole- 
tarian democracy, it would lose its moral 
legitimacy, even in the dictators’ eyes. 
That sounds like the tragic dilemma of 
honest and merciful men ; but is enough 
allowance made for the vanity of Trotsky, 
the impatient administrator, or for the 
personal motives of Lenin, the astute 
politician, then “ struggling for breathing 
spaces ? ” 

One wonders whether other motives— 
for example, the sub-conscious contempt 
of the intellectual for the worker—did 
not play their part. Mr Deutscher 
remarks acutely that these leaders dis- 
covered (as the British Labour Party has 
been discovering) that no one in the vast 
literature of Marxism and Socialism had 
ever thought what should be done if the 
workers should lose confidence in social- 
ism when they saw what its methods 
were. Or, as Trotsky himself said of the 
Jacobins of the French Revolution in his 
pamphlet of 1904 attacking Lenin: “ The 
counterpart of their absolute faith in a 
metaphysical idea was their absolute dis- 
trust of living people.” Perhaps Mr 
Deutscher’s second volume will show 
Trotsky, in his opposition to Stalin, 
becoming more humble and more 
human. In any case it will be eagerly 
awaited, for this is a fascinating and 
stimulating book about historical events 
that are still in train. 


Social Insect 


WAYS OF THE ANT 
By John Crompton. 
Collins. 254 pages. 15s. 


LTHOUGH nearly all ants look 
4 4 much alike, they adopt astonishingly 
varied ways of life. Some live by storing 
seeds, others by planting grain, cultivat- 
ing mushrooms, milking aphids, scaveng- 
ing, and even by capturing “ slave ” ants 
of other species to work for them. Their 
social systems show a number of varia- 
tions on the matriarchal theme, as well 
as an effective co-ordination of the be- 
haviour of the individuals pro bono 
publico. Mr Crompton describes these 
animals in a vivid pictorial style which 
makes for easy and exciting reading: 
this and the inherent interest of his sub- 
ject will ensure him many readers. 
Unfortunately, however, he has not 
been satisfied with the wealth of material 
available to him, but has unashamedly 
endowed his ants “with attributes that 
we possess ourselves but that they prob- 
ably do not.” He considers this neces- 
sary to make ants comprehensible to the 
reader. Certainly a book for human 
readers must contain human concepts, 
and a popular book like this is no place 
for pedantic qualifications. But Mr 
Crempton has so far exceeded his licence 
that he has strayed into the world of fic- 
tion. The real ants are obscured when 
he describes their behaviour in terms of 
“ fortitude,” “ courage,” “restraint ” and 
so on, and talks of ants “learning ” pat- 
terns of behaviour which in fact have 
taken countless generations to evolve. 
As one might expect, Mr Crompton 
concentrates on the spectacular species 
with the more bizarre life histories at the 
expense of the equally interesting and 


more revealing commonplace ones; he 
quotes at length the fascinating descrip- 
tions made by the nineteenth-century 
naturalists but ignores the work of the 
more recent and physiologically minded 
entomologists. This is a great pity, for 
ants are really much more marvellous if 
one remembers that they are not minia- 
ture men, and show their complex 
behaviour in spite of their simple 
organisation and tiny brains. 


Sceptic in West Africa 


FOUR GUINEAS: 
West Africa. 

By Elspeth Huxley. 
Chatto and Windus. 314 pages. 2\1s. 


RS ELSPETH HUXLEY’S talent 
for interviewing is well known in 
Africa. Within fifteen minutes she can 
turn out the contents of her victim's 
mind, pick out the patchwork pieces she 
requires, discard the unwanted and re- 
turn the whole to the ragbag. Back 
home she synthesises the colourful and 
variegated material she has collected, 
and produces beautifully written books 
like “Four Guineas,” a travel book on 
the four countries which make up 
British West Africa, the Gambia, Sierra 
Leone, the Gold Coast, and Nigeria. 
Coupled with her genius for amassing 
and imparting information Mrs Huxley 
has a highly developed visual sense— 


a Journey through 


most of the photographs in the books are _ 


her own—and nobody has ever written 
better pen pictures ‘of the African 
scene. This gives a unity to what other- 
wise might have been four essays in one 
volume. She captures exactly the grace 
and proud erectness of African women, 
gorgeously dressed, walking along in 
single file, like figures in a Grecian 
frieze, and also the endless, aimless 
movement of Africans against the static 
backcloth of their country. The com- 
posite picture Mrs Huxley gives is in 
equal parts fascinating, exhilarating, and 
disturbing. This is a memorable book, 
even a brilliant one—but alas ! not the 
great one it might have been. 

The reason is that Mrs Huxley does 
not really like twentieth century Africans. 
She strives very hard, too hard, for 
detachment. Yet she is afraid that 
Africans will not succeed in their modern 
struggle for progress, and instead of 
Utopia will produce some terrible and 
unimaginable Gehenna. Strangely ex- 
pecting the African to be Rousseau’s 
noble savage, she finds Africa not primi- 
tive but decadent, and regards it as the 
oubliette down which are drained all the 
better elements of European civilisation 
that reach the continent. Moreover, 
Mrs Huxley is not fundamentally inter- 
ested in politics, and nationalism seems 
to her childish, so that sympathetic 
understanding of African nationalist 
politics is beyond her range. She feels 
nationalism as a force carrying the 
African peoples through “caverns 
measureless to man, down to a sunless 
sea,” certainly not as a stage, perhaps 
sometimes unattractive, in the growth of 
any people towards political maturity. 
The contrast between the savage old 
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Africa and the mechanics of modern 
political democracy, such as the ballo: 
box, jars her continually. “I think,” 
she writes early in the book, “ Africa is 
a haunt of the ludicrous, the incon- 
gruous, the illogical, a playground o! 
events that own no pedigree and wii! 
breed the unforeseen.” Feeling too 
sharply the distinction between black 
and white, she forgets that elements of 
opéra bouffe have been present through- 
out human history. 


French View of Germany 


L’ALLEMAGNE CONTEMPORAINE 
SOCIALE, POLITIQUE ET CUL- 
TURELLE, 1890-1950. 2 Vols. 

By Edmond Vermeil. 
Editions Montaigne, 


38s. 6d. 


Re VERMEIL of the Sor- 

bonne has written a number of books 
on German problems and in France is 
considered an authority on Germany. 
In his latest work he surveys the whole 
political, social and literary history of 
Germany from Wilhelm II to Hitler to 
support his thesis that the National 
Socialist régime was the necessary and 
inevitable outcome of what had gone 
before. This interpretation of German 
history is not strange in a Frenchman 
conscious of all his country’s sufferings 
at the hands of the Germans. But, 
however much sympathy the British 
reader may have for the sufferings of 
the French, he will want to have a close 
look at the evidence adduced to support 
a theory of this kind. 

Unfortunately, the political chapters 
of M. Vermeil’s book are not so accurate 
as one would expect from an author of 
his rank. There are, indeed, some 
inaccuracies even in the first volume, 
which deals with the reign of the 
Kaiser ; there are many more in that 
part of the second volume which is 
concerned with the history of the 
Weimar Republic. “The author seems to 
get lost in the labyrinth of the party 
politics, coalitions and governments of 
this period. Professor Vermeil asserts, 
for instance, that the London ultimatum 
has “brusquement rejeté la Social- 
démocratie dans opposition.” In fact, 
the ultimatum of May, 1921, caused the 
retirement of the Fehrenbach govern- 
ment, in which the Social Democrats 
had not taken part, and the formation 
of Wirth’s first cabinet, in which they 
obtained three seats. When Gessler is 
referred to as the successor to von 
Seeckt, one cannot help wondering 
whether the author knows the difference 
between Reichswehrminister (Minister 
of Defence) and Chef der Heeresleitung 
(Commander of the Reichswehr). In- 
deed, Seeckt was for five years Gessler’s 
subordinate and was dismissed by him 
in 1926. 

It is perhaps more serious still that 
while Professor Vermeil correctly 
describes the devastating effect inflation 
had on the German middle classes, he 
hardly says a word about the policy of 
Poincaré which aggravated the inflation 
by the occupation of the Ruhr and 


Paris. 827 pages 
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Forced Landing* 


[iE scene was an airfield in New Jersey. 
Two men, a test-pilot and a friend, took 
off in a small cabin monoplane. As they 
circled the field (with 100ft. on the alti- 
meter) the passenger put his arm through 
the cabin-window and waved down to his 
family who were watching from the ground. 
To his dismay he saw in the air below 
the aireraft a bright disc of metal, twinkling 
is it fell. The leather strap of his watch 
had snapped, and his Rolex Oyster, his 
inseparable companion, was flashing down 
to the ground. 

It was a chastened joy-rider, who, when 
the flight was over, began, rather hope- 
lessly, to search the airfield for the pieces: 
the gold of the watch, might, he thought, 
be salvaged. 

Suddenly, in a muddy puddle, beside the 
taxi-strip, he saw his watch. Picking it out 
if the dirty water, he was amazed to find 
that his Rolex was showing the right time. 
It had not, in fact, lost a second through its 
forced landing —and it has maintained its 
accuraey to this day. 

One result of this was that the pilot, who 
was even more astonished than the citizen 

New Jersey, announced his immediate 
ntention of buying a Rolex Oyster — “a 
watch that can take a beating like that.” 

But Rolex Oyster watches, of course, can 
take it. They have ticked happily beneath 
the sea, and on the heights of the 
ilimalayas. They have travelled across the 
Sahara, and into the Arctic wastes. That a 

vrist-wateh so meticulously accurate can 
stand up to such rigorous conditions is your 
vitness that no more perfect protection 
sts for a perfect Swiss movement, than 
the famous Rolex Oyster waterproof case. 

Though you may never expose your 
ltolex to such hazards, this unique feature 
will for ever guard your watch’s accuracy 
from its everyday enemies—-damp and 
dust and dirt. 





% This is a true story, based on a letter from Mr. 

kt. Nicholaus Farr, of Summit, New Jersey, 
U.S.A., who was the passenger in the aircraft. 
His original letter can be inspected at the 
Otlice of The Rolex Watch Company, at 18 rue 
du Marché, Geneva, Switzerland. 


THE ROLEX OYSTER PERPETUAL—truly @ 
monarch among watches. The astonishingly 
«accurate movement, perfectly protected by the 
Oyster case, is given added precision by the 
self-winding mechanism. The tension on the 
mainspring is much more even, overwinding 
tS impossible, 


* * * 


THE ROLEX OYSTER PERPETUAL DATEJUST, 
Jinest of a long line of masterpieces. This 
watch is waterproofed by the famous Oyster 
case, self-wound by the unique Rolex Perpetual 
self-winding “rotor,” and it shows the date, 
clearly and automatically, in a neat window 
cut in the dial. 











The Rolex Red Seal signifies that the 
watch to which it is attached has been 
awarded an Official Timing Certificate 
| by a Swiss Government Testing Station, 
with the proud title of chronometer 


As from now, all Rolex Oyster 
Perpetuals are graced by the new, 
slimmer Oyster case. Thia unique 
invention ivfallibly protects the matically, provided the watch i 
movement against water, dust and worn for at least. siz hours a day. 
damp. This constantly even tension on the 
mainspring makes for still greater 
accuracy. 


The smooth-running, silent, self- 
winding ‘“‘rotor” keeps the Rolex 
Oyster Perpetual fully wound auto~ 


















A landmark in the history of 
Time measurement 


ROLEX Chronometer — 
Official Timepiece of Panagra Airlines 





The Rolex Watch Company Limited (H. W ilsdorf,Governing Director), Geneva, and The American Rolex Watch Corpa., 
680 Fifth Avenue, New York; The Rolex Watch Company Limited, 1 Green Street, Mayfair, London, W.1 
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What Ale 62nd a 


Utrecht Trade Fair 


you dome | =e 
tomorrow? 


(closed on Sunday April 4 


20 groups of consumer goods 


25 groups of production goods 


Holland offers you @ good product 
| Hwee (says procrastinating Man) at a low price! 


I will cease from procrastination. 


= neg —— mee re I 


Tomorrow I will cut down my smoking. 
Tomorrow I will work harder. Tomorrow I 
will resist the trite, the flippant, the foolish 
thing. Tomorrow I will scorn the wiles of 
popular journalism. Tomorrow I will start 
reading the Manchester Guardian. 
Excellent resolve. To change to the 
Manchester Guardian is a seeming duty 
which so soon becomes a positive pleasure. 


The Manchester Guardian has much to offer 


| 
| 


| 
\ 
| 
| 
{ 
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you — excellent writing, virile reporting, a 
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to the Manchester Guardian tomorrow. Yet 
why tomorrow—that dangerous never-never 
day! Why not make the change on the one 


. day when things really happen—‘oday / 


If you have any difficulty in getting your 
Manchester Guardian regularly, please write to: 


The Manchester Guardian, Manchester. 
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embittered wide sections of the German 
people. 

Professor Vermeil is exceptionally 
well acquainted with German cultural 
and social literature. But whether his 
interpretation of the effect. of a par- 
ticular book on the public is always the 
right one must remain a matter of 
opinion. He finds seeds of National 
Socialist tendencies everywhere, even in 


Gerhart Hauptmann’s novel “The 
Heretic of Soana.” 
Water-Jumps 


THE BRIDGES OF BRITAIN. 
By Eric de Maré. 
Batsford. 226 pages. 42s. 


HE claim that this book, published 

in 1954, is “ the first comprehensive 
survey” of the bridges of this island 
calls for more than a mere exclamation of 
surprise. Mr de Maré must be congratu- 
lated on seeing and seizing his oppor- 
tunity, and his publishers on backing him 
so handsomely. The format of the 
volume, its paper, type and reproduced 
photographs could, at a marketable price, 
not be bettered. On the whole, the 
author, too, has fulfilled his task with 
a commendable blend of diligence and 
enthusiasm, and the few criticisms which 
decline to be silenced should in justice 
be made at once and not be left as a last 
impression. The omission of a biblio- 
graphy, however brief, is curious. Again, 
Mr de Maré might profitably have spent 
a littk more time on identifying his 
reader ; the book seems, turn and turn 
about, too technical for laymen, too 
popular for professional architects and 
engineers. Lastly, there are the moments 
when, opening the wrong bottle, he fills 
his pen with violet ink. The purplest 
of his passages—a mounting paragraph 
of some twenty lines of ever-thickening 
plush, of ever-deepening mauve—occurs, 
fortunately, quite early in the book ; 
their original impetus should still be 
strong enough to carry most readers— 
even if a little troubled by thoughts of 
Holborn Viaduct—through it. 

As in all history, here is an enormous 
superstructure dwindling down to scant 
foundations. The earliest bridges sur- 
viving, the “clapper”- bridges of huge 
stepping-stones, are elementary in con- 
ception, but in execution still subjects of 
controversy ; compared with the Forth 
Bridge, they are an enigma. We know 
much more about the methods of the 
Romans, and all bridge-builders of 
Britain followed them. As the Middle 
Ages advance into modern centuries, 
Mr de Maré’s story grows in fullness 
and interest, with details of finance and 
labour, as well as of construction and 
design—and of vested interests, too. 
Where London Bridge stands, the 
Romans probably spanned the river with 
a wooden structure, and a stone bridge 
was certainly begun in 1176. But so 
jealous of it, so powerful, was the City 
that, until Westminster Bridge was 
opened in 1750, it would tolerate no rival 
nearer than Kingston. 

The admired bridges of the eighteenth 
century and the improved communica- 


tions of which they formed a part, these 
have their chroniclers already, who are 
perhaps Mr de Maré’s excuse for press- 
ing on, a trifle hurriedly, to the engineer- 
ing feats of the last hundred years. For 
many readers this, the largest section of 
the book, will be also the most absorb- 
ing; and, since they will deny the 
premises, it is idle to invite them to 
wonder why canal bridges are always, 
river bridges almost always, and railway 
bridges hardly ever objects of beauty. 


North East Asia 


THE PEOPLES OF THE SOVIET FAR 
EAST. 
By Walter Kolarz. 
George Philip. 197 pages. 15s. 6d. 

HIS book, based—sometimes with 

a rather precarious objectivity—on 
material published in the Soviet Union, 
makes a careful and judicious study of 
Russian colonial methods in the Far East. 
The races and tribes whose destinies are 
controlled, mostly via Habarovsk, from 
the Kremlin range from the dwindling 
remnants of obscure aboriginal nationali- 
ties, like the Nivkhi and the Udege, to 
much larger and more self-reliant ethnic 
groups, like the Mongols and the Yakuts; 
Yakutia, the biggest of the sixteen 
autonomous republics, has an area 
roughly equal to the Republic of India. 
There are also—or there were—fairly 
large colonies of Chinese and Koreans, 
descended from the immigrants of 
Tsarist days; these for the most part 
were summarily uprooted from their 
settlements near the Manchurian frontier 
(on the grounds that they were a bad 
security risk and liable to spy for the 
Japanese), and many of the Koreans are 
now growing rice in Central Asia. The 
territories in which these diverse peoples 
live are vast, ill-served by communica- 
tions and remote—Vladivostok is as far 
from Moscow as Calcutta is from Lon- 
don; and the problems confronting their 
rulers are complicated by the multiplicity 
—and often by the fervour—of their 
religious beliefs, which include various 
brands of Shamanism as well as Budd- 
hism, Mohammedanism and Christianity. 

Caprice is perhaps, after ruthlessness, 

the most conspicuous feature of Russian 
colonial policy. To the staunch Euro- 
pean Communists who rule the roost in 
the Soviet Far East changes in the party 
line, and the purges which accompany or 
precede them, are part of an accepted 
order ; they cannot, however, be expected 
to make sense to the simple nomad or 
fisherman, whose language is unlikely to 
contain any words in which the meaning 
of “ party” or “ state” can be expressed, 
and whose mind is inaccessible to the 
mumbo jumbo of Marxist dialectic. To a 
Russian official the overnight transforma- 
tion of a beloved hero into a detested 
villain (Mr Kolarz gives an interesting 
account of Marshal Blyukher’s sudden 
fall from grace) seems a natural and 
indeed a salutary event; it is much 
harder for the mind of a Buryat Mongol 
to adjust itself, as it had to in 1937, to 
the execution as Japanese spies of 54 
leading members of his race, one of 
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whom had just been given the Order 
of Lenin. 

Though some of the aboriginal tribes, 
too small or too dim to matter very much, 
have been clumsily “ patronised ” by the 
regime, it is on the whole a gloomy as 
well as a muddled picture that Mr Kolarz 
paints. In Siberia, he concludes, after 
pointing the contrast with Africa. 

the peoples can have no hope of an end 

of European rule. They are too small 

in numbers to withstand the Communist 

offensive which combines the imple 

mentation of economic development 

schemes with social experiments and 

attacks on tribal institutions and customs. 
His book is a serious and useful, though 
not a first-hand, study of a fascinating 
subject. 


National Atlas 


ATLAS OF AUSTRALIAN RE- 
SOURCES. 

Edited by Conrad Frenzel. 
Angus and Robertson. 
Commentaries, 10s. 6d. 


Maps, 10s. 6d. 


URING the last thirty years, to the 
familiar world atlas of schoolroom 

and library has been added the national 
atlas, consisting of maps of one country 
only. Many of these are heavily subsi- 
dised “ prestige” productions, of which 
the largest and glossiest is the apparently 
uncompleted “Great Soviet Atlas.” 
Some of the more useful of these atlases 
consist of a series of maps of various 
national resources produced to assist 
schemes of town and country planning. 
The excellent British series of National 
Maps on a scale of 10 miles to the inch 
is one example, the new “ Atlas of Aus- 
tralian Resources ” is another. This will 
eventually consist of about fifty maps on 
a scale of about 95 miles to the inch, to 
be issued at a rate of some fifteen a year. 


The subjects of the atlas include 
general geographical conditions and 
physical resources (16 maps), economic 
activities (8), transport (5), population 
and housing (11), and “potential 
development” (10). Cartographically 
the new maps are very pleasing. All are 
overprinted on a common base map, 
which facilitates comparison of the 
various distributions shown. Lettering 
is simple and uniform; symbols and 
colours are clear and intelligently re- 
lated to the subjects that they represent. 
Tasmania, which in so many maps of 
Australia appears somewhere in the 
Great Australian Bight, is shown in its 
correct position. Already in the first 
five maps to be issued, the difficulties of 
Australian development are neatly dis- 
played. On the one hand, in maps of 
mineral and water supplies, there is 
evidence of rich resources, while on the 
other the maps of temperature, rainfall 
and soils present some of the real, but 
not insuperable, geographical barriers to 
development. Irrespective of its im- 
mediate importance in development 
planning, this new atlas cannot fail to 
aid the understanding of Australia’s 
problems, while a number of its sheets 
will be of the greatest value in school 
and university teaching. 


American Survey 
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AMERICAN SURVEY is prepared partly in 
the United States, partly in London. 
Those items which are written in the 
United States carry an indication to 
that effect; all others are the work of 


the editorial staff in London, 


Anxiety Over Indo-China 


Washington, D.C. 


HETHER the current Vietminh offensive in Indo- 

China succeeded in producing “a sense of crisis ” 
at the Foreign Ministers’ meeting in Berlin, as General 
Bedell Smith, the Under Secretary of State, believes it was 
meant to do, is difficult to tell from Washington. But there 
is no question that it has produced a three weeks’ crisis in 
Washington for reasons only indirectly connected with the 
tide of battle. 

Three factors have contributed to the sense of anxiety 
over Indo-China. The first is the mounting irritation of the 
Department of Defence with the French conduct of the 
campaign and the use to which American military aid has 
been put. The second is an outbreak of Congress’s perennial 
fear, occasioned by the dispatch of some 12 light bombers 
and 200 Air Korce mechanics to Indo-China, that a major 
decision of foreign policy is being made without its know- 
ledge. The third is a more widespread questioning about 
whether the Administration’s new strategy of deterring 
aggression by the threat of “massive retaliation” would 
make sense in the first practical test to which it might be 
submitted. 

It has been obvious for some months that friction has been 
growing between the Defence Department and the French 
military leaders in Paris and Saigon. There has been con- 
stant criticism by American officers in Indo-China about the 
way in which American equipment has been used and main- 
tained. Although an influential Republican Senator, Mr 
Smith of New Jersey, has suggested that American military 
and budgetary aid to Indo-China for the year beginning next 
July should be increased to $1 billion as against the $785 
million granted for the current fiscal year, many senior 
American officers feel that successful resistance to Viet- 
minh is no longer a question of matériel, but of the training 
of the Vietnamese forces, and of France’s relations with the 
Associated States. A hint of the disappointment that is felt 
with the progress of the Navarre plan was given by Presi- 
dent Eisenhower himself in his press conference of February 
3rd, in which he made a mildly disparaging remark about 
the morale of the Vietnamese (which had to be softened in 
the first explanatory statement of its kind to be issued by 
the White House since he took office). 

The United States Army is very proud of its success in 
creating a South Korean army of 600,000 men within three 
years, and has pointedly suggested by numerous means that 
the French High Command in Indo-China could usefully 
copy its methods. In the face of obvious French reluctance, 


the offer of American services has been pressed to the point 
where it is now assumed that General John O’Daniel will go 
to Indo-China, not merely as the senior American liaison 
officer, but as the head of an executive mission, to help 
train the Vietnamese forces. 

Difficult as it is for France to refuse the offer, it is a 
bitter one to accept, for it implies an admission by the 
descendants of Ney and Foch, not only that American 
strength, but also that American military skill, is superior. 
Nor is the friction eased by the difficulty that the Defence 
Department has in dissembling its view that, if Indo-China 
is a vital strategic interest of the United States, the cam- 
paign should be under direct American surveillance. 


* 


The State Department, which has consistently taken a 
more sanguine view of the situation in Indo-China and of 
General Navarre’s prospects of success than the Defence 
Department, has fought off—thus far successfully—some 
of the more harebrained schemes for building up French- 
Vietnamese strength. It has its own reasons for not wishing 
to undermine France’s position in Indo-China at what looks 
like the moment of final decision on the European Defence 
Community. But such considerations apart, the chain of 
reasoning which has led the Joint Chiefs of Staff to press 
for a more active American role in Indo-China, has raised 
in Congress the fear of American “ involvement ” in a new 
Far Eastern war. The decision to dispatch the 200 United 
States Air Force technicians to Indo-China was based on 
the sound military reason that increased Vietminh anti- 
aircraft fire made it necessary to give more attention to the 
maintenance of the American aircraft in the theatre than 
French resources could supply, but it brought Congress and 
the public to the sudden recollection that the conclusion 
of the Korean armistice nine months ago had not solved 
every problem in the Far East. 

It was not entirely fortuitous that the most vocal expres- 
sion of alarm came from Democratic Senators, including a 
number of Southerners and others who are normally well 
disposed toward the Eisenhower Administration’s foreign 
policy. The traditional American dislike of colonialism is 
more strongly expressed in the Democratic than in the 
Republican party, even though the policy of aid to Indo- 
China was started under President Truman. 

But there is also a more compelling political reason. 
Within the space of five years the Democrats suffered under 
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the Republican lash, first, for failing to expend American 
lives by intervening in the Chinese civil war, and then for 
expending them by intervention in Korea. It is difficult for 
the Democrats to be charitable at a moment when Senators 
McCarthy and Jenner, with the discreet encouragement of 
the Republican National Committee, are stumping the 
country accusing them of “ twenty years of treason.” Indo- 
China presents a stick with which to beat the Administra= 
tion—whether it does too little or too much—which it is 
beyond the fortitude of Democratic flesh and blood to resist, 
particularly since, apart from the economic situation, there 
ire few political weapons for the Democrats at the moment. 

As a result, the Administration has protested too much, 

‘he President told his press conference that he was bitterly 
ypposed to involving the United States in a hot war in 
Indo-China ; the Secretary of Defence told him that “ from 
our view and that of the French, the war is going along as 
well as expected at this stage.”” Senator Knowland gave a 
“categorical assurance” to his fellow Senators that the 
Administration had no plan of sending fighting troops 
there ; and General Bedell Smith suggested that reports of 
the Vietminh successes had been exaggerated. Senator 
Saltonstall, the chairman of the Senate Armed Services 
Committee, said that he had been assured that the Air 
Force technicians would be withdrawn by mid-June. 

In consequence the physical support to the French 
afforded by the technicians has been offset by the fact that 
Moscow and Peking have now received the firmest assur- 
ances that the United States will not make Indo-China a 
test case as it made Korea. As Mr James Reston put it in 
the New York Times: 

The United States started out to reassure the French 

and the Vietnamese that it was increasing its help and 

ended with a demonstration in Washington that the United 


States was determined ‘to avoid intervention in the war at 
almost any cost. 
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But a deeper sense of anxiety about American policy in 
Indo-China than the somewhat disingenuous alarm of 
Democratic Senators is discernible. It was less than a 
month after Mr Dulles precisely stated that henceforward 
American strategy would be developed on its own terms, 
not in hurried reaction to Communist attacks, that the Air 
technicians were rushed off to Indo-China. If 
“ massive retaliation by means of our own choosing ” is the 
order of the day, does this mean that the United States 
atomises Peking, Chungking and Shanghai when the first 
Mig shows its nose over Indo-China ? By what standards 
can a policy so cataclysmic be judged effective ? 

The implications, though not as yet the realities, of Indo- 
China have exposed the shaky assumptions of the Adminis- 
tration’s new strategy of deterring aggression. Mr Dulles’s 
speech of January 12th to the Council of Foreign Relations, 
which is considered to be the definitive statement of that 
policy, is actually as full of reservations as a lawyer’s defence 
of a doubtful criminal case, and it contains enough “ escape 
clauses” to enable the United States not to take action in 
any case where it does not choose to move. But the inter- 
action of the political and strategic implications of its appli- 
cation provide at least one clue to the reason why Mr 
Dulles acceded at Berlin, to the surprise of American 


opinion, to French pressure for a negotiated settlement in 
Indo-China. 
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American Notes 





The Army Surrenders 


aa Army’s defiance of Senator McCarthy has proved 
shortlived. A week ago Mr Stevens, the Secretary of 
the Army, seemed ready to stand fast when he refused to 
allow any more of his officers to testify before the Senate 
investigating committee and perhaps undergo the same 
humiliations suffered by General Zwicker. General 
Zwicker, acting under orders, refused to tell the Senator 
who had been responsible for the promotion and honourable 
discharge of Dr Peress, a conscripted Army dentist who 
would not answer questions about his possible Communist 
affiliations. For this the General was told that he was a 
“disgrace to his uniform” and the Army was accused of 
“ coddling Communists.” 

Mr Eisenhower and Mr Wilson, the Secretary of Defence, 
have kept ostentatiously clear of the dispute, but it is 


“Oh, No— Not That Number Again” 
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Herblock in the Washington Post 


widely believed that Mr Nixon, the Vice-President, inter- 
vened to prevent the scheduled appearance of Mr Stevens 
before the committee. The terms on which a complete 
break with Mr McCarthy have been avoided are spoken of 
as a compromise, but it is the Army which has done the 
lion’s share of the compromising. Senator McCarthy with- 
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draws, though only by implication, his insinuation that the 
Army is anxious to protect Communists. But in return the 
Army has had to agree that once its own investigation of the 
Peress case is complete, the committee will be able to 
question any officer it pleases, including General Zwicker, 
Dr Peress’s commanding officer. 

Senator McCarthy lost no time in following up the Peress 
case with that of Mrs Annie Moss, an Army communica- 
tions clerk who, he says, has been a Communist. The 
Administration’s reluctance to let the Army be dragged 
through the mud is natural. But it seems to have learned 
nothing from the history of other compromises with Senator 
McCarthy, from, for example, the investigations at Fort 
Monmouth and the surrender of -the State Department to 
the control of Mr Scott McLeod, a friend of the Senator. 
Mr McCarthy seems well on the way to using the anti- 
Communist issue to seize a control over all the executive 
departments which is specifically withheld from Congress 
by the Constitution. 

The issue of Communism is proving a two-edged sword 
to the Administration, and one which only the completely 
unscrupulous can wield without cutting themselves. The 
Administration’s own efforts to show how successfully it 
has cleared the disloyal out of the government have turned 
into a humiliating nightmare. The figure of 2,200 security 
risks discharged—which Republican speakers have been 
only too eager to assume represented the discharge of 2,200 
subversives—is now being broken down. Of the first 
thousand, only 41 seem to have been involved in any sort 
of disloyalty charge ; it was the discretion or the morals, 
not the patriotism, of the vast majority which were 
questioned. 


Trial by Chairman 


i Yer wild charges against Chief Justice Warren, made 
public by Senator Langer, chairman of the Senate 
Judiciary Committee, suggest at first sight a terrifying 


extension of McCarthyism. But Mr Langer is no 
McCarthy ; his attempts to hold up the confirmation of the 
Chief Justice, one of the most respected figures in the 
Republican party, were so absurd that they would have 
collapsed of themselves without the roars of indignation 
from Mr Langer’s committeemen, from Senator Knowland, 
from the Vice-President, and from Mr Eisenhower himself. 

It is deplorable, certainly, that a chairman of committee 
should be able to give privileged publicity to the charges 
of an eccentric who was wanted by the Californian police, 
and that for the first time a member of the Supreme 
Court should be investigated by an extremely reluctant 
Federal Bureau of Investigation. But the Senate, which is 
used to Mr Langer, and the workings of the seniority 
system which have brought him a chairmanship, has 
learned not to take him too seriously. He has not been able 
to do more than delay Mr Warren’s confirmation, which 
has now been approved by the Judiciary Committee. 

If it really was Senator Langer’s intention merely to draw 
attention to therneglect of his native North Dakota in the 
matter of patronage, as is widely believed in Washington, 
he has chosen a characteristically odd way to increase his 
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popularity. The Administration not unnaturally regards 
with some suspicion a Republican who has not concealed 
his affection for Mr Truman. In any case, many more 
orthodox Republicans than Mr Langer feel left out in the 
cold. ‘The pickings have been slim, partly because the 
Administration has refused to wreck the civil service 
system, partly because the number of federal jobs has been 
declining. More skilful politicians than Senator Langer 
have been driven to hint, particularly to heads of depart- 
ments who must weather congressional storms, that their 
passage will be easier if they throw overboard more 
Democrats and replace them with Republicans. Mr Benson, 
the Secretary of Agriculture, is one who cannot afford to 
turn a deaf ear. It is probably no coincidence that his 
high-principled but unpopular farm policies are to be 
administered increasingly by Republicans and that he has 
discovered an urgent need to secure the “ maximum 
efficiency and loyalty ” by making changes in his staff. 


Dividends from Income Taxes ? 


S recession appeared at the door of the President’s 

press conference room last -week, his balanced budget 
prepared to fly out of the window; readjustment, the 
officially approved euphemism for the present economic 
situation, was already hanging from the sill and seems 
unlikely to be saved from oblivion. The President’s admis- 
sion that additional tax concessions to consumers would 
certainly be considered if the economy did not turn upward 
in March gave official approval to° what was already 
becoming a respectable remedy instead of a Democratic 
nostrum. ; 

The next day Dr Nourse, who thought Mr Truman 
went too far and resigned from his Council of Economic 
Advisers in 1949, criticised the Administration’s programme 
of tax concessions to stimulate industrial activity and 
employment ; he considered that in the present situation 
measures to maintain consumers’ buying power would pay 
better economic dividends, especially if concentrated on the 
lower income brackets. Senator George, the Democrats’ 
conservative financial expert, who constantly tried to force 
a balanced budget on Mr Truman, followed Dr Nourse by 
proposing that the amount of personal income exempt from 
tax should be raised from $600 to $800 for each individual, 
increasing to $1,000 next year. 

The Senator’s proposal shows how quickly the economic 
climate is changing. He bid $100 more than even his liberal 
colleagues in the House had thought advisable a little while 
before. Their amendment, for an increase to $700, has 
already been turned down in the House Ways and Means 
Committee, but they intend to bring it up on the floor. 
There it is likely to be approved unless, and perhaps even 
if, the Administration puts its foot down. For many Re- 
publicans feel that if the House does not act the Senate 
will, and they see no reason why Senators—or Democrats 
—should collect all the political dividends which such a tax 
concession would pay..next November. 

It is the coming election that explains the sudden popu- 
larity of higher individual income tax exemptions as an 
economic medicine, even though each $100 increase would 
cost the government $2.3 billion a year. For this type of 
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Nothing succeeds like The New Yorker 


To get national distribution in the 
States, British firms must advertise from coast 
to coast. The best—and by far the most 
economical way —is to use The New Yorker. 
Consider these indisputable facts : 


CIRCULATION. 81% of The New Yorker’s U.S. circulation 
is in the 47 key trade areas which contain 50% of the total 
population and account for 56% of all U.S. retail sales. This 
means that your advertising has maximum efficiency in The 
New Yorker. 

READERS. The sort of people who read The New Yorker 
are the cream of the U.S. buying public. They have the taste 
—and the money — for British quality goods. 

The special New Yorker survey, “ The Primary Markets for 
Quality Merchandise” is available in very limited quantities. 
For this and any other information about your New Yorker 
advertising write to The NEW YORKER Magazine. 





THE 


NEW YORKER 


MAGAZINE 
21, GROSVENOR STREET, LONDON, W, 1. 


X 


MAJOR ANGAS 


The Angas Digests sweep the world. They get 
better and better and better. Watch the record. 


Read No. 302, now off press, on 

the American market, entitled 
Why Gov’t Cannot, and Will Not 
Stop This Recession in Time, $2 | | 


A most important Digest 
All optimists should read it. 


No. 303 is also now off press. 
Prepare Once More To Scurry, $2 


Both 302 and 303 Free with subscription. 
“| @ 3mos. $8 [] 


12 mos. $25 [1] 
U.S.A. Record for 1953:—We netted 85 Dow 
Points (although the market ended lower 
thanit began). 300 pointsin the last 6 years. 


U.K. Record:—The U.K. market is now up 36 
points since recommended in June, 1952, at 
the absolute bottom of 104, after having pre- 
viously said get out some 40 points higher. 


Major L. L. B. Angas, Inc., 480 Lexington Ave., 


New York 17 E-227 


Serving Commerce 
Around the World 


Bank of America offers you credit facilities 
and direct representation in the world’s 
great trade centers...plus up-to-the-minute 
information collected and evaluated by our 
men traveling in all parts of the world. For 
information, write Bank of America, Inter- 
national Banking Department, 300 Mont- 
gomery Street, San Francisco, California... 


or ourbranchor representative nearest you. 


Bank of America 
NATIONAL 2245V22 ASSOCIATION 


WEMBER FEOERAL DEPOSIT INSURANCE CORPORATION 


SAN FRANCISCO + LOS ANGELES 
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THE ORGANISATION OF 


HENRY GARDNER 
& CO. LTD. 


(CAPITAL AND RESERVES, £2,000,000) 


is associated with 


The British Metal Corporation (Pakistan) Ltd., 
Drew, Brown Ltd. (Canada), Sandilands Buttery & Co. Ltd. (Malaya), 
and C. Tennant Sons & Co., of New York, as well as with 
the associates of The British Metal Corporation Ltd., London, 
Australia, Canada, India, South Africa and Central Africa. 


The Group provides manufac- 
turers and producers of finished 
articles and raw commodities 
with an economical method 


of marketing their products 


throughout the world. Expert 
knowledge in distribution and 
salesmanship is availab): 
through the various units « 
the Group. 


2, METAL EXCHANGE BUILDINGS, LEADENHALL AVENUE, 
LONDON, E.C.3 


TELEGRAMS CABLES TELEPHONE 
Nonfermet Telex London Nonfermet London MANsion House 4521 (10 lines) 


Branches at BIRMINGHAM, MANCHESTER and GLASCOW 


OVERSEAS BRANCHES: London * Manila ¢ Tokyo « Yokohoma 
Kobe * Osaka © Bangkok * Guam 


REPRESENTATIVES: New York * Mexico City ¢ Milan * Paris 
Zurich ¢ Correspondents throughout the world 


BANK OF AMERICA (INTERNATIONAL), New York, o wholly 
owned subsidiary; overseas branch, Duesseldorf 
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tax relief would make more voters, especially in the lower 
income groups where Democrats are usually found, feel 
that they are better off under the Republicans than would 
changes in either excise taxes or general income tax rates, 
which are the other favoured methods of encouraging 
personal spending by tax reductions. 


Rail Road Young 


N a country where railways are often rail roads and 
battles for their control have survived into the second 
half of the twentieth century, Mr Robert R. Young’s 
initials suit a financier who specialises in wars on rails. 
His latest fight is for control of the New York Central 
Railroad, after the Pennsylvania Rail Road the most im- 
portant in the country, with well over 10,000 miles of track 
ind yearly revenues of $800 million. Early this month 
Mr Young pointed his purchase of a substantial amount 
f stock at the heads of the Central’s directors and 
lemanded not only a seat on the board for one of his 
leagues but also the chairmanship for himself. Defied 
yy the directors, Mr Young is now enlisting an army of 
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small stockholders who, he hopes, will give him enough 
proxy votes to turn out the present’ board altogether at 
the annual meeting at the end of May. 

His outspoken recruiting campaign, in which he can be 
relied on to make imaginative use of all the facilities of 
modern advertising, is so far following two lines. Both are 
calculated to appeal to the pensioners, schoolteachers and 
other “ Aunt Janes ” who make up the bulk of the 44,000 
holders of the railway’s 6.5 million outstanding shares, 
but both come rather oddly from a man whose practical 
experience of railroading is financial, not operational. 
Firstly, Mr Young alleges that the New York Central is 
being run in a selfish way to further the interests of the 
Wall Street bankers on the board rather than of the share- 
holders. This is a continuation of his long-standing feud 
with eastern banking houses, particularly with the Morgan 
interests, which began when they hampered his first railway 
undertaking in 1938, and which has also been manifested 
in another of his battles, to secure competitive bidding for 
the underwriting of new issues of corporate shares. 

Secondly, Mr Young maintains that the railway could be 
more profitable if it were run more efficiently and that in 
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particular better service, maintenance and equipment would 
improve its passenger revenues, at present showing a deficit. 
This claim is substantiated by the well-publicised improve- 
ments he has made in the service offered by the Chesapeake 
and Ohio Railway (of which he obtained control through 
the Alleghany holding company in 1937), even though his 
financial record there is not very satisfactory. Mr Young 
believes that steady profits and good railway services 
depend upon consolidation into regional systems, but the 
Interstate Commerce Commission, the government agency 
which supervises the railways, insists that competition must 
be maintained. For this reason, when Mr Young made his 
first attempt to hold up the New York Central in 1947, 
with 800,000 shares belonging to the Chesapeake and Ohio 
Railway, the ICC disarmed him by putting the shares into 
the trusteeship of the Chase National Bank. 

Now, however, Mr Young, withdrawing in order, it is 
suspected, to leap further, has disposed of his holding in 
the Chesapeake and Ohio, and handed over the chairman- 
ship to an old associate. He may therefore argue that in 
May it should be allowed to exercise its New York Central 
voting rights itself—and .presumably in his favour. In the 
end the outcome of this argument may be more vital than 
the rival wooing of the Aunt Janes. 


Teamsters’ Hold-up 


eo American Federation of Labour and the Congress 
of Industrial Organisations were rolling steadily along 
the road to a united labour organisation until last week 
the teamsters’ union put a spoke in the wheels of their 
agreement which threatens to upset it altogether. The chassis 
on which the agreement is built is a no-raiding pact, 
under which unions belonging to one organisation under- 
take not to steal members from unions covering similar 
jobs and belonging to the other organisation. Nearly all 
the CIO’s industrial unions have already signed the pact, 
but only about 40 of the AFL’s 111 craft unions have come 
in so far. And now the AFL’s powerful Brotherhood of 
Teamsters, the biggest and richest union in the country, 
with 1,300,000 members and assets worth over $30 million, 
has set a bad example by refusing to accept either the no- 
raiding pact or a plan for settling jurisdictional disputes 
within the AFL itself. These arise, particularly in the build- 
ing trades, when two unions claim the right to do a par- 
ticular kind of work ; both plumbers and painters think they 
should instal bathroom mirrors, and carpenters and 
machinists argue over who should put bottling machines 
into breweries. 

Mr Dave Beck, the head .of the teamsters, says that he 
would be ready to approve these pacts provided that first 
he was given back some 50,000 drivers and warechousemen 
who in his opinion should belong to the teamsters and who 
have been stolen by other unions. A no-raiding pact, he 
argues, would “ freeze ” these workers in the wrong union. 
He himself, he insists, never conducts raids and is willing, 
as he has already shown, to negotiate peace agreements 
with individual unions whenever they wish. Mr Beck, of 
course, does not admit it, but there is little doubt that his 
real objection to the no-raiding pact is that it would hold 
up his empire building, and keep him from colonising the 
east coast as completely as he has the west. 
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Since Mr Beck became president of the teamsters’ union 
eighteen months ago he has moved its headquarters to 
Washington, D.C., from Indianapolis, but there is less scope 
for him in the long-established and well-organised trade 
union structure of the east than there was in the rapidly 
growing and little unionised Pacific Northwest when he 
began to work there thirty years ago. He will need as 
many as he can get of the egg breakers, chewing gum 
workers, car salesmen, vending machine operators and 
so on whom he collects into the Miscellaneous Division of 
his union. This unorthodox expansion, and the fishing 
expeditions which Mr Beck makes into such troubled labour 
waters as the New York docks, could hardly continue with- 
out raids on other unions and jurisdictional disputes. 


Dealers’ Dilemma 


New York 

N February roth there were 640,000 unsold new cars 
() crowding into automobile dealers’ showrooms ; the 
figure, based on factory estimates, is perhaps inflated, but 
stocks seem to be at record levels. Nevertheless, with the 
spring buying season approaching, and with all 1953 models 
disposed of in the majority of cases, most dealers, despite 
the prospect of lower sales this year, feel happier than they 
have for some months. Last year the dealers complained 
that the manufacturers were forcing them to accept more 
cars than they could sell at a profit. If the present curtail- 
ment of production in many automobile plants is evidence 
that the manufacturers have been taking a new look at the 
market, another “inventory squeeze” of dealers’ profit 
margins may be avoided. 

All automobile dealers in the United States operate under 
a direct franchise from one or other of the seven automobile 
manufacturers. In practice, if not in theory, this is an 
exclusive right—a right to be the only dealer in that make 
of car within a specified area—but it has not been found 
possible to keep out dealers from other districts. What 
does cause resentment, however, are “ bootleg” sales when 
dealers sell new cars at cut prices to second-hand dealers 
in another territory. 

The form of the dealer’s agreement varies from company 
to company, but all contracts can be terminated at short 
notice by either party. To obtain a franchise, the dealer 
has to convince the company of his integrity, financial 
strength, sales ability and repair facilities. He may lose the 
franchise at any time, if for example he persistently fails to 
sell his quota of cars and the company thinks it could do 
better by replacing him. Such action, however, is normally 
taken only as a last resort. 

Although the dealer’s agreement with the company does 
not specifically preclude him from selling competitors’ 
models, in practice, with few exceptions, he can obtain a 
franchise from one manufacturer only. The exceptions are 
franchises to sell imported European cars. There are also 
still a few large dealers holding franchises from more than 
one company, but selling each make in a different territory. 
Of 43,000 enfranchised dealers in the United States, less 
than 7,000 handle two or more makes of car, and these are 
virtually all “within the family.” Thus in the Chrysler 
family, a Plymouth dealer may also handle Dodges, DeSotos 
and Chryslers. The system of effectively exclusive dealer- 
ships undoubtedly handicaps the smaller manufacturers, 
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who cannot always guarantee their dealers a turnover 
sufficient to cover, unaided, their overhead expenses. 

The manufacturers do not set the prices of their new 
models, but “ suggest” list prices to the dealer, and pay 
him a commission varying from 20 to 30 per cent of the 
list price on each car sold. The dealer has, however, com- 
plete freedom to vary, with each transaction, the actual 
selling price to the customer, either by granting him a 
discount from the list price or by the more usual practice 
of adjusting the allowance granted on the old car the 
customer trades in. The dealer’s profit can, therefore, only 
be computed by considering the two transactions together. 


SHORTER NOTES 


Dr Clarence Manion, the head of a government commis- 
sion to redraw the proper frontiers between state and 
federal functions, has been spending so much time making 
speeches in favour of the Bricker Amendment, which the 
President wholeheartedly opposes, that he has had little 
left for his proper functions. He had to ask for a postpone- 
ment of the date on which his commission was due to report, 
and the President replied, not unexpectedly, by asking him 
to resign. 

. 


The Senate confirmed Mr Albert Beeson as a member 
of the National Labour Relations Board, but by the smallest 
majority—only three votes—that has been given to any of 
the President’s appointees. Doubts had arisen about 
whether he had completely severed his connections with his 
former employees and about whether he was sufficiently 
impartial to sit on a semi-judicial board. 


* 


The new figure of three million unemployed in January 
with which the Census Bureau ruffled the economic waters 
last week, is the result of a new sampling method that is still 
only being tested. The new count, like the old, which had 
found only 2,400,000 unemployed in he test week, covers 
25,000 households, but they are much more widely distri- 
buted. 
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The World Overseas 


Internal Order in Burma 


FROM A CORRESPONDENT 


HE internal situation in Burma today is better than 
many observers would have thought possible three 
years ago. It remains, nevertheless, full of difficulty, and 
certain respects there is even the threat of a fresh 
deterioration. The government in Rangoon, in its efforts 
to impose a unified and orderly administration on the whole 
Burma, is confronted by no fewer than four distinct 
forces of domestic armed rebels, with the 
refugee anti-Communist guerrillas from 
China as a fifth hostile element. The 
internal forces of disorder are the Karen 
separatists, Communists of two different 
factions, and ex-mutineers of the former 
People’s Volunteer Organisation (PVO). 
[his diversity of opposition is up to a 
point an advantage for the government, as 
there is no unity of rebel purpose or com- 
mand ; on the other hand, the total of 
disaffection is dangerously large for a new 
state striving for political and economic 
stability. 

The government’s ‘greatest success so 
far has been achieved against the Karens, 
whose forces have now dwindled to a 
small hard core of extremists operating in 
the Salween jungles. The government 
army struck a crippling blow at their 
supply position by the recapture in 
November of the Mawchi wolfram mines, 
the products of which, traded by Kuomin- Bay==of 
tang Chinese through Siam, had kept Bengal 
them in funds. Last month the second 
in importance of the Karen leaders, Saw 
Kyaw Lay, surrendered with a number 
of his followers, and Saw Po Htoon is now 
left as the only notable leader who 
is in a position to carry on the armed 
struggle. 

This is clearly the moment for the government to rally 
the moderate Karen nationalists by the concessions, such 
as special schools, which they claim. But military success 
seems to have caused the Burmese to harden their hearts ; 
it is officially declared in Rangoon that “the time for 
negotiation is past,” and the Karen moderate leader, Mrs 
Ba Maung Chain, who was taken into the government as 
Minister for Karen Affairs, has resigned in protest. The 
official attitude has its dangers for the future, for even if 
the rebellion now collapses, Karen discontent may again 
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become a serious factor if Burma is faced with a new 
challenge to its integrity. Recently, moreover; there has 
been a tendency for the Mons, a relatively small ethnic 
minority living mainly in the Moulmein area, to make 
common cause with the Karens and the government has 
outlawed the Mon National Defence Organisation, along 
with the corresponding Karen body—the KNDO. 

The Karen rebels have made temporary 
pacts for co-operation against the govern- 
ment forces both with the Burmese Com- 
munists and with the anti-Communist 
KMT (Kuomintang) Chinese guerrillas. 
Since they were driven out of central 

Burma, their contacts have been closer 
with the latter than with the former. Un- 
5 like the other armed bands at large in 


oa 204 Burma, the KMT forces have become an 
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have been unable to intern them, and their 
presence in Burma affords a standing pro- 
vocation and pretext for the Chinese 
Communists to follow them on to 
Burmese territory. After long negotia- 
tions the Nationalist Government in 
Formosa agreed to evacuate them to 
Formosa via Siam, but only 2,000 have 
actually gone, and some 10,000 remain, 
stubbornly refusing to move from the 
territory they occupy. Although the 
Burmese believe that the Chinese 
Nationalist government is deliberately 
encouraging them to stay, it would prob- 
ably be difficult in any case to remove 
them except by force, as they are Yun- 
nanese provincials with no interest in the 
wider issues of the Chinese civil war; 
they have no desire to be transported to 
Formosa, where they would be among “foreigners.” In 
the Shan states, where the Yunnanese have always carried 
on trade, they feel quite at home, and those who have 
not prospered there have been going south to Tenasserim 
where they trade surplus arms to the Mons in exchange 
for rice. The KMT guerrillas get aid from their sup- 
porters among the Chinese in Siam, and they have an 
airstrip at Monghsat for communicating with the outer 
world. 

Both the Karens and the KMT have their strongholds 
in the eastern borderlands of Burma near the Siamese 
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frontier. The Burmese Communists and PVO bands, on the 
other hand, are active mainly in central Burma, where they 
collect the taxes in certain rural areas, and do their best to 
interfere with communications ; thus, in November they 
blew up the Mandalay-Maymyo train, killing or wounding 
over fifty passengers. The Communists also have units in 
the Irrawaddy delta region, but the government has been 
successful in preventing their close approach to Rangoon, 
and recently captured their headquarters in Bassein with an 
arms dump and printing press. The Communists have 
never yet been able to muster a military force strong enough 
for a pitched battle with the government army ; on the 
other hand, they are widespread, mobile and elusive. In 
the endeavour to suppress them the government is ham- 
pered by the lack of a reliable police force for rural use ; 
it has been much more successful in training an army (with 
British assistance) than in restoring the prewar police 
organisation. Another adverse factor is the political pressure 
of the Burma Workers’ and Peasants’ Party, which denies 
that it is Communist and forms a legal opposition, but is 
certainly infiltrated by the Communists, so that the latter 
can operate violently and peacefully at the same time. 

So far no Chinese Communist troops have entered Burma, 
nor is there any evidence of arms being sent to the Burmese 
Communists. On the other hand, it is reported that a 
number of Burmese Communists have been sent to China 
for military training and indoctrination, and Ba Thein Tin, 
the Communist leader in the Bhamo area, recently went 
there, ostensibly for medical treatment. Aid to the 
Burmese Communists, however, is not the only way in 
which China can take advantage of disorder in Burma. An 
Autonomous Thai State has been set up in Yunnan with 
its centre at Cheli, and an Autonomous Kachin State is 
said to be in preparation. These may be used to stir up 
trouble among the Shans (who are Thais, Siam being only 
a variant of the name Shan) and Kachins in Burma. There 
has not so far been any trouble among the Shans, but the 
Kachins, who have always been very difficult to handle, 
have been restive of late. They have a leader, New Sang, 
who is reported to be intriguing with the Chinese. The 
Kachins live on both sides of the frontier in high mountain 
country, and the frontier itself is undemarcated. There is. 
plenty of opportunity for mischief here if Peking’s thoughts 
should ever turn in this direction. 


Japan and Its British Markets 


FROM OUR TOKYO CORRESPONDENT 


re is both significant and regrettable that there has been 

little open or public reaction in Japan to the strong 
British criticism of the Anglo-Japanese trade agreement. 
Just as Sherlock Holmes’s attention was aroused by the 
“curious incident of the dog in the night-time” (“ The 
dog did nothing,” said Inspector Gregory. “ That was the 
curious incident,” remarked Sherlock Holmes) so also the 
observer in Tokyo must be impressed by the- curious lack 
of Japanese interest in the vigorous, if sectional, denuncia- 
tion of a vital trade agreement, designed to restore and 
increase the nation’s dwindling sterling reserves and to 
boost its languishing and over-priced export trade. 

The Asahi, Japan’s leading newspaper, described the 
British objections as “ unexpectedly strong,” but pointed 
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out that they had been raised “by the cotton and china- 
ware industries, and not by the British people.” The paper 
conceded that there was evidence of British “ distrust of 
Japan” and “fear of unfair Japanese business practices,” 
but argued, without specific detail, that Japan had counter 
grievances against Britain and should also draw attention 
to Britain’s “defects and insincerities” in the interest of 
friendlier understanding. There were no political or 
government references to the Labour Party’s challenge to 
the agreement in the Commons, and the industrialists, pre- 
occupied with union demands for higher wages, the diffi- 
culties of cost-cutting and the prospects of a dollar-backed 
rearmament boom, also officially ignored the criticism. 

This studied, apathetic or fatalistic indifference 
emphasises the mood of stubborn unrealism pervading 1954 
Japan, bedevilled and distracted but numbed and bemused 
by the fundamental weaknesses of the national economy. 
The sterling agreement itself was definitely more news- 
worthy in Lancashire than in Japan. Few Japanese manu- 
facturers and exporters can yet properly estimate the poten- 
tial benefits of the agreement. The harassed government 
planners of the Ministry of International Trade and Indus- 
try, and the textile and pottery industries, which alone can 
hope to compete immediately with British-priced products, 
were the only interests to be palpably interested. 


Useful Instincts Mislaid 


The aims—ideal and practicable—of Prime Minister 
Yoshida’s new “ super-balanced ” budget have yet to be 
appraised. The budget’s belated austerity measures are 
hopefully designed to cut prices by from five to ten per 
cent. But leaders of the influential Federation of Economic 
Organisations (Keidanren) believe privately that prices must 
be slashed by at least 25 per cent before trade can be 
balanced. And even the modest Yoshida policy must run 
into violent labour opposition. Key industrialists and con- 
servative politicians are reconciled to a tough showdown 
with the unions as an essential approach to “a purification 
of the national economy.” 

The Japanese people are clearly not prepared for this 
“purification.” The national will to recovery has been 
sapped by the unnatural effects of dollar aid and Korean war 
profits. Since defeat, the Japanese have been helped so 
much that they have forgotten or mislaid the instincts of 
self-help and enterprise which were once the nation’s 
strongest characteristics. An old Japanese proverb warns: 
“If you carry a man too long, he loses the power to walk.” 
This is now Japan’s greatest disability. Nor is it yet evident 
how bold, drastic and decisive the government will be in 
stripping away the clutter of subsidies, props and excessive 
loans, which both confuse and weaken the existing costing 
structure of Japanese industry and conceal the vital need for 
modernising equipment and streamlining techniques. 

All this preliminary and fundamental groundwork must 
be completed, regardless of the resurgence of the armament 
and heavy industries and of the politico-commercial coquet- 
ting of Communist China, before the Anglo-Japanese 
sterling agreement, or any other trade pact, can be more 
than a temporary palliative or a muffed opportunity. Until 
then, the Japanese people, still largely unaware of any real 
crisis, will not feel the urge to throw their hats in the air 
over a conditional trade agreement, nor will the Japanese 
leaders search their souls in the face of foreign criticism of 
any such agreement. 
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However, when that groundwork has at last been accom- 
plished, Lancashire will certainly have real cause to line 
the walls and stiffen the defences. Meanwhile, the govern- 
ment experts in the Ministry of International Trade and 
Industry, who have nothing to say now, but who properly 
appreciate the opportunities and responsibilities of the 
sterling agreement, are at present unquestionably resolved 
to resist any covert attempts by irresponsible exporters to 
revert to the old practices which besmirched Japan’s prewar 
trading name. If they meet with a reasonable understand- 

of Japan’s desperate difficulties and needs, their 

-solution will not necessarily falter in the future. 


Splits Around Strauss 
Ex Unttate Vires 


it is an ironic twist that a motto which extols the virtue 
of unity should belong to one of the most divided coun- 
ries in the world, South Africa. Scarcely less odd is the 
fact that a party calling itself the United Party is in reality 
plit from top to bottom by internal disputes. Seven of its 
former disciples now sit as a splinter group on the same 
opposition benches as their former colleagues, but separated 
from them by an invisible apartheid wall. They call 
themselves the “Independent United Party group.” 
Furthermore, reports received from Capetown this week 
iggest that a fundamental split has occurred between the 
-called liberal and conservative wings of the party. 


A distinction is drawn in South Africa between a 
“ liberal,” meaning a person who opposes Malan to the 
last, and a “ liberalist,” who is by contrast a dangerous 
fellow who wants to advance the economic and political 
tatus of the Africans. There are both “liberals” and 
“ liberalists * in the United Party, but there are also a sub- 
stantial number of “ non-liberals.” These, though oppo- 
nents of Malan, are not prepared to go to war with him 
mn questions of colour (for fear of being called 
“ liberalists ”). The break in the United Party is between 
the “liberals ” and the “ non-liberals ” ; the “ liberalists ” 
are too few to matter. 


A lot of fuss is being made in United Party circles about 
a speech’ on native policy made by the party leader, Mr 
Strauss, on February 18th. While it is true that he was 
much bolder than before in admitting the integration of 
the races as an irreversible fact, what he proposed was a 
small thing. The party will set up committees to study 
various aspects of the colour problem and report back to 
a national congress. Ultimately, a new policy will be 
worked out. But Mr Strauss spoilt his forward-looking 
policy by indicating that the party is not happy about the 
1936 Act, by which Africans acquired limited, indirect, 
representation in parliament. This is not the only disturb- 
ing feature of recent United Party actions. One of their 
leading figures, Mr Harry Oppenheimer, made a speech a 
few weeks ago which to Nationalist ears was definitely 
temporising in tone. Moreover, the United Africa Trust 
Fund, which played a significant role in financing the 
United Party at the last election, has announced that it will 
no longer extend its financial support. The party has a long 
way to go yet before it hits on a united policy ; by that 
time its numbers may have shrunk. 








China’ Agriculture—1 


Slow Boat to Collectivisation 


(>= thousand nine hundred and fifty-three was the first 
year of long-term planning in China. Intoxicated 
by the age-long dream of industrialisation, Chinese propa- 
ganda dwelled chiefly on future steel mills, modern factories 
and power stations. Agriculture seldom came into the 
official picture, though it was admitted that because of 
natural calamities production showed no progress compared 
with the previous year. But a regime which rose to power 
on peasants’ backs and rules a country, where well over 
400 million people live in the countryside, cannot manage 
for long without an agricultural policy. Thus last month 
the Chinese Communist Party finally issued a decree 
mapping the Chinese peasants’ path for the future. 

The road, as might be expected, should lead to collec- 
tivisation, but this does not mean that China is now on 
the eve of a bloody upheaval on the Soviet model. 
Parallels between the two revolutions are fruitful as long 
as they do not overlook radical differences in the respective 
backgrounds. The established and officially accepted Com- 
munist pattern for the countryside leads through land 
reform to collectivisation and ultimately to the “ bridging 
of the gap between town and country.” The crucial ques- 
tion, however, is at what pace should one travel along this 
path. In the Soviet Union there was a long pause after 
the initial land reform, but once planned industrialisation 
had begun in earnest it was accompanied by a ruthless 
collectivisation drive and at the end of the first five-year 
plan peasant opposition to collective farming was broken. 

In China some sort of loose co-operation has been 
fostered from the very beginning, but by 1957—that is, at 
the close of the first five-year plan—only one-fifth of the 
Chinese peasantry is to be incorporated in the so-called 
“producer co-operatives.” And these co-operatives, in 
which members are paid a rent for their land, cannot be 
likened to the closely integrated Soviet kolkhozy. 


Mutual Aid First 


To judge by actual performance and the new programme, 
collectivisation will be a long-drawn out process in China. 
Mao Tse-tung, the peasant leader carrying out an indus- 
trial revolution, knows well what risks would be involved 
in a forcible collectivisation. Ten years ago he advocated a 
gradual introduction of socialism into the countryside with 
the progressive spreading of loose forms of mutual aid as 
the vital first step in the right direction. Official policy- 
makers are apparently to follow the same road, at a slightly 
faster pace, for some time to come. 

Out of roughly 110 million rural households nearly 48 
million are already jnvolved in some sort of mutual aid. 
On the other hand, state and collective farms are still so 
few that they play no role in the economy, even as an 
example. The loose “ mutual aid ” associations are still the 
almost exclusive form of co-operation in_the countryside. 
The temporary mutual aid teams are most widespread 
throughout the country. Peasants from a dozen farms work 
together during the sowing and harvesting seasons pooling 
their scarce equipment and cattle. In the northern regions, 
which have been under Communist rule for a longer period, 
many of these associations have been linked together on a 
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per mile when you fit Avon H.M.’s. 
Years of Avon research, and road tests 
over more than 1} million miles, make 
their higher mileage an assured fact — 
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YOUR OWN 
OXYGEN CONSTANTLY 
“ON TAP” 


—from storage banks and eylinders 


Cheaper oxygen . . . and a dependable supply — 
these are the benefits derived from a Butterley 
Oxygenerator. A storage bank is kept charged to 
feed the works pipelines and meet fluctuations in 
demand, while cylinders for use at points not 
served by the pipeline can be quickly recharged. 
Butterley Oxygenerators are complete, require 
no additional equipment, and are available in 
sizes that meet every oxygen/nitrogen need. 
They are easy to install, operate and maintain. 
We will be glad to send you 

a copy of Butterley High 

Purity Oxygenerators, a book 

which fully describes and 

illustrates this aid to 


easier, cheaper production. 
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OXVYGENERATORS 


OXYGEN DIVISION 


THE BUTTERLEY COMPANY LIMITED 
20, Ashley Place, London, S.W.1. Telephone : Victoria 8023-4-5 


Makers since 1790 of railway and other bridges ; constructional steel work, 
unit bridging ; overhead cranes, railway wagons and mine cars; iron 
castings ; iron paving ; mining and sheet metal machinery ; wrought iron 
bars ; sewage ejectors ; pumps and air compressors ; wool washing machinery 
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permanent basis. In such cases there is more division of 
labour ; the produce is sold together ; while some tools and 
stock are bought and owned collectively. 

Producer co-operatives form the next stage of develop- 
ment. They are somewhat larger and the land, though 
privately owned, is managed and exploited in common. All 
resources are pooled together, but members are paid accord- 
ing to their share of both labour and land. Thus in the 
co-operative of Chu An di, including 18 households and 
76 people, out of the total revenue 52 per cent was paid 
yut as wages, 40 per cent as rent, and the rest was used 
for “‘ the productive and cultural needs of the community.” 
Producer co-operatives are also more common in the 
northern territories, particularly in Manchuria, But at the 
end of last year there were only about 14,000 such co- 
operatives averaging less than twenty households each. 

The way ahead is quite simple. In the next few years 
mutual aid is to be spread to almost all the farms in the 
land and the proportion of all-year round associations is 
to be raised. Producer co-operatives_are to be fostered 
and the share of rent in their accounts gradually reduced 
thus paving the way for collective farms. But, at least on 
paper, everything is to be carried out without haste. By 
the autumn harvest this year there should be less than 
40,000 producer co-operatives and the target for 1957 is 
only 800,000, leaving four-fifths of the peasant population 
outside their orbit. There has been some coercion in the 
past and, though the “culprits” were officially repri- 
manded last year, there is likely to be some more in the 
future. Unless the government suddenly decides to speed 
up the tempo, however, the present programme could be 
carried out without any major peasant revolt. 

Why should Mao be spared the calamities which followed 
Stalin’s attack on the country ? Stalin’s inhuman deter- 
mination and Mao’s peasant caution cannot account for 
the difference altogether. Both countries needed more indus- 
trial labour and agricultural surpluses to feed it. China, 
however, can rely partly on Soviet assistance in its indus- 
trialisation drive. Its industry is not yet ready to train 
and absorb all the excess labour available in the country. 
Above all, China is a country where land is very scarce 
and must therefore be cultivated very intensively. Hence, 
large-scale collective farming by itself provides no solution 
even in the eyes of a Communist planner. 


(To be concluded) 


If Signor Scelba Falls 


FROM OUR ROME CORRESPONDENT 


re presenting his Cabinet to Parliament, the new Italian 
Prime Minister, Signor Scelba, claimed to be speaking 
not only for the three parties in his government, but for 
the nation. By this he probably implied that he also repre- 
sented sections of the Monarchists and the Nenni fellow- 
travelling Socialists. Democrats everywhere would like to 
share his belief. But the parliamentary debate has shown 
that his coalition cannot rely on outside support and is 
not itself very strongly cemented. No one takes the 
small centre parties seriously ; and they themselves know 
that their post-war decline would be completed at the next 
elections. The other constituent of the coalition, the 
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Christian Democrat party, is becoming more and more 
enveloped in a cloud of scandal and accusations of corrup- 
tion. Thus the present efforts to revive the centre coalition 
are being compared to the reanimation of a corpse. Signor 
Pella, on the other hand, has attained a great measure of 
popularity. His decision to resign in January on an issue of 
principle startled Italians by its novelty. 

Signor De Gasperi, who is the power behind the throne 
in the new government, has declared that if, as is thought . 
to be inevitable sooner or later, Signor Scelba falls, there 
is no alternative to new elections. This view is not generally 
accepted, even by all the Christian Democrats. The right 
wing of the party wants Signor Pella back. And it is possible 
that his chances of a come back have been improved by 
reaching an understanding with the leader of the left-wing, 
Signor Gronchi. This union of the two extremes is not so 
far fetched as it might seem at first blush. At the elections 
of the Christian Democrat parliamentary group in January, 
there was a head-on collision between Gronchi and Fanfani, 
De Gasperi’s ally of the centre. Signor Gronchi then led 
his group to the polls in a common fronts with the Pella 
supporters and almost unseated the centre candidates. 

The present Prime Minister, moreover, is associated with 
a tough policy towards the Communists ; and ‘police action, 
especially in a Sicilian village where three women and a 
boy were trampled to death when a crowd panicked, has 
given the Communists an excellent opportunity to play the 
martyrs. Signor Pella believed in being firm without 
violence, while Signor Gronchi, though a Christian Demo- 
crat, has the sympathy of the extreme Left. The two men 
might therefore find common ground in a policy which 
would avoid new elections but at the same time keep the 
Left out of the government. 

This is not just a matter of an internal party squabble. 
For, if Signor Scelba falls and new elections are held, Italy 
is almost certain to be reduced to impotence. Only a Pella 
government has some chance of forming a stable administra- 
tion and avoiding this pitfall. Indeed, looking back over 
the sorry story of Italian politics since the June elections, 
observers tend to agree more and more that Signor Pella’s 
resignation in January was a disaster, and that it, in its turn, 
was due to the western powers’ decision first, to offer, then 
to withhold, Zone A of Trieste. Had the issue of the 
Free Territory been settled, there would have been no 
question of Signor De Gasperi unleasing, involuntarily but 
inevitably, the government crisis. 


Malaya Welcomes the Report 
FROM OUR CORRESPONDENT IN MALAYA 


EACTION in Malaya to the recently published Report 
of the Committee appointed to examine the question 
of elections has been surprisingly small. It might have been 
supposed that when the first summary leaked out the 
heavens would fall. Instead there has not been anything 
at all in the nature of a popular outburst, even in the local 
press, against the proposed delay in bringing about full 
self-government. 
The fact is that if the real attitude of all the people living 
in the Federation of Malaya could be obtained—and always 
supposing that they could be given to understand the full 
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implications of the Report—there would be an overwhelm- 
ing vote in favour of the moderation of its tone. In practice 
it would be virtually impossible to obtain such an expres- 
sion of opinion, since most of the population neither under- 
stands what self-government would mean nor is particu- 
larly interested to find out. But individual comment, such 
as there is, has by no means been all one way, and some 
personalities have noticeably abstained from 
making any observations at all. 

Protests have naturally come, on the other hand, from 
the more vocal political parties. In particular Umno (the 
United Malays National Organisation) and the MCA (the 
Malayan Chinese Association) have threatened to withdraw 
from the Legislative Council unless elections are held this 
year. They have also gone on record with the view that 
an elected majority is essential ; it would have been strange, 
however, if they had not. There is, too, a report that the 
Pan Malayan Labour Party and the Malayan Indian Con- 
gress may combine to oppose the Report. Nevertheless, 
none of these protests has received much space in the press. 

In the eyes of moderates of all races in Malaya, the 
Report has come as a refreshing breeze out of the clouds 
of hot air that have been enveloping the country for the 
past few months. It is felt that it presents a solution which 
has every chance of proving workable. Thus, if the majority 
view expressed in the Report is carried out, it will be nearly 
two years before any substantial change is made in the 
existing government structure of Malaya, and six years 
before further steps are undertaken. 

As to the probable date of elections, it would be impos- 
sible to cover the ground as it should be covered, in time 
to hold the elections for the Federal Legislative Council this 
year. The delineation of constituencies is a major problem 
in itself. Although the proposed scheme is based on the 
British model, conditions in Malaya are not only naturally 
quite different, but will have to be assessed in great detail 
from scratch. Undue haste might ruin the prospects for 
the whole plan, and most responsible Asians know it. 

It may be that the discontented elements are keeping 
their powder dry for later efforts, but at present the Report 
appears to stand a very good chance of being accepted by 
all the authorities which matter, without much amendment. 
One effect of this will be to steady opinion in and about 
Malaya. Anything that aggravates the natural hesitation to 
invest in the country could have dangerous effects in the 
future. As things stand, one of the Report’s most 
immediate achievements should be to help to restore 
confidence and to encourage the flow of capital into new 
enterprise. 


leading 


Trade With Jugoslavia 


BY A CORRESPONDENT 


NGLO-JUGOSLAV trade talks began in London this 
A\ week with the object of settling the annual goods list 
under the five-year trade agreement signed in 1949. They 
are taking place at an auspicious moment, for the prospects 
of trade between the two countries are now more promising 
than at any time since the war. In the first place the British 
are anxious to see Jugoslavia achieve viability as soon as 
possible so that they will no longer have to ncovide 
economic aid ; for the current financial year (June. (953, 
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to June, 1954) this stands at £3 million—{1} million less 
than in the previous year. 

In the second place, the Jugoslavs have at last seen the 
writing on the wall and realised that external aid can- 
not go on for ever. Finally, in the past three years, they 
have developed their economy so successfully that they now 
have a much wider range of good quality exports in addition 
to the valuable raw materials—timber, non-ferrous metals, 
etc.—which were their former standby. Although now 
exporting to many more countries than ever before they 
are still anxious to build up their market in Britain ; they 
need the traditional British exports and are likely to do so 
for a long time to come. 

In 1953 trade between Britain and Jugoslavia amounted 
to over £8 million each way; the British export figure 
includes shipments under the aid programme. More than 
three quarters of the British exports were manufactured 
goods—particularly heavy machinery. Nearly three-quarters 
of the Jugoslav exports were raw materials of which timber, 
which accounted for over 50 per cent of the total, was the 
largest item. More than one hundred different kinds of 
goods were imported into Britain from Jugoslavia last year 
and the variety is expected to be even greater in 1954. 


Maize Shipments Resumed 


The Jugoslavs would like most of all to increase their 
exports of food products. Before the war their most valuable 
food export to Britain was grain—both maize and wheat. 
Since the war Jugoslavia no‘longer exports wheat (it now 
imports an average of 100,000 tons per annum) and it only 
exports maize in a good harvest year. After the drought of 
19§2 it could not export maize in 1953 until after the 
harvest ; but as the 1953 harvest was one of the best since 
1945, maize shipments to Britain were resumed in December 
and 9,000 tons have already been shipped. Since however 
Jugoslavia cannot count on maintaining its grain exports 
it is anxious to diversify its agricultural production for the 
export market as much as possible, particularly canned meats 
and meat products, dairy produce and fruit of all kinds. 

One of the most successful experiments of 1953 was the 
export of fresh fruit to Britain. The fruit seasons in many 
parts of Jugoslavia are much earlier than in this country, 
crops are usually abundant, production costs fairly low and 
fresh fruit can be transported to Britain by refrigeration 
rail-van in five days. The possibility of using one-day air 
transport is also being considered. Apricots, peaches, 
nectarines, cherries, grapes, plums and melons were amongst 
the fruits exported last year. The Jugoslavs would also 
like to develop their trade in poultry. 

Exporters from both countries still have a few grouses. 
The Jugoslavs complain of British slowness in producing the 
goods and failure to keep delivery dates. The British com- 
plain that they cannot get firm and quick decisions out of 
Jugoslav government departments. They also grumble at 
the uneven quality of some Jugoslav products and occasion- 
ally at their primitive packaging and even at their unsuit- 
ability for the British market—for example, prunes that taste 
of smoke because they are smoke, not sun-dried, and bacon 
that is extremely fat because the Jugoslavs prefer it that way. 
Jugoslay exporters are now taking steps to adapt their pro- 
ducts to the British market and in any case, if trade between 
the two countries continues to develop, a tradition of trading 
will be slowly built up which will itself help to eliminate 
difficulties and misunderstanding. 
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NOTES FROM CANADA 


These Notes are contributed by our correspondent 


in Ottawa. 


Shake-out Suspected 


NEMPLOYMENT has been causing alarm to the labour 
U unions and uneasiness to politicians. While the figures 
ire a matter of dispute, the people interested in presenting 
| serious picture (union leaders and opposition politicians) 
point to more than half a million unplaced applicants for 
jobs at the labour exchanges. The Government, and most 
economists, point to the Labour Force Survey figures, based 
n the sampling technique, which gives a total of only 
280,000 seeking work and without jobs. But even the 
Labour Force Survey shows fewer people working full-time 
out of a larger labour force. And the labour force itself 
has grown less than the population in the last year. 

There are unquestionably a good many people suffering 
from a slackness in certain manufacturing industries—with 
textiles and farm implements as the worst cases. This has 
added to the inevitable seasonal increase in unemployment 
resulting from Canada’s hard winters. And it has attracted 
more attention, perhaps, than it deserves, because of all the 
talk about a possible recession in the United States. 

The probability is that it is a strictly temporary pheno- 
menon, a shake-out after years of almost uninterrupted 
expansion, which by the spring will have passed like a bad 
dream. This is the view the Government is taking. The 
Finance Minister, Mr Abbott, says flatly that he expects 
1954 to be another good year for the Canadian economy. 
While the export picture is mixed, there have been some 
cheerful signs lately such as a further list of open general 
licences for imports into the West Indian colonies. Govern- 
ment spending at all levels will match last year’s, and 
private business expects to spend even more than last year’s 
high rate of capital investment. Private incomes are high, 
supported by a good backlog of savings. If the present drop 
in employment represents a recession, then it is a mild one. 


* * * 


Russians Dangle Trade Offers 


N unexpected, and possibly accidental, accompaniment 
A of the recent parliamentary debate on unemployment 
came from the Soviet Embassy. On the opening day of the 
debate the new Soviet Ambassador, Mr Dmitri Chuchavin, 
summoned a rather haphazard collection of newspaper 
correspondents to his Embassy for the first press conference 
to be held by the Russians since Mr Gouzenko’s defection 
eight years ago. His object was to announce the Soviet 
desire to expand trade with Canada. He said a Soviet 
Commercial Counsellor would arrive very soon, that the 
Embassy already had a number of letters from Canadian 
firms asking about trade prospects, and that Russians would 
gladly buy a number of surplus Canadian goods. 

Mr Chuchavin’s first suggestion for the purchasing list 
did not precisely follow the pattern of Canadian unem- 
ployment. They included meat, butter, machinery (such 
as turbo-generators), and ships. The main items he had to 
offer were manganese, chrome and petroleum products. But 
in response to questions he showed great alacrity in admit- 
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ting as possible purchases wheat, textiles and almost any- 
thing else that Canada might want to sell. The fact that 
Canadian ships cost as much as 40 per cent more than 
current European prices did not seem to worry him. Nor 
did he insist on transactions by barter. “We,” he said, 
“are not short of dollars.” 

There never has been any significant volume of Canadian- 
Soviet trade, and it seems unlikely that there will be much 
now. But some individual transactions may be arranged. 
As a factor in providing employment and thereby bolster- 
ing sympathy for the Soviet Union they are unlikely to be 
significant. 


* * * 


Exploiting Water Resources 


Fe shortage of waterpower in the United States, and 
particularly in the Pacific Northwest States, is arousing 
Canadians to a new awareness of the resources they are 
sitting on. The first to arouse controversy between compet- 
ing Canadian and American interests is the potential of some 
5 million horsepower which could be tapped by turning back 
the headwaters of the Yukon River into the Pacific Ocean. 
One project, which 
is being pressed by 
the Aluminium 


ARCTIC OCEAN 
We 





Company of 
America, is to divert 
them through the 

coastal mountains— 

under the famous 

4 Ska Klondike Trail of 

We 1898—to Skagway, 

Taku inlet, eS the little port in the 

aN Alaskan Panhandle. 

i} The other, spon- 

sored by the Cana- 

dian Frobisher Mining group with powerful American firms 
in association, is to develop the power in Canada for a huge 
smelting operation. Frobisher controls large reserves of 
ores in the East Indies which are among those which it wants 
to ship in for smelting by its own new electrical processes. 
It has found one place, Taku Inlet, where its plant could be 
built on Canadian soil and deepsea ships could get access 
through the Panhandle to within about 12 miles of the 
Alaska-Canada boundary. This Alaskan Panhandle, given 
to the United-States in 1903 by Lord Alverstone, then Chief 
Justice of England, has never before presented such a 
tiresome obstacle to Canadian development. 


* * * 


Immigration Prospects 


ANADA’S future level of immigration will probably 
depend on how employment keeps up this year. Before 
Christmas the Cabinet approved a figure for 1954 to match 
1953's intake of 168,000 people. This was before the 


present unemployment had become so obvious, but when 
there were already storm signals ; and the 1953 rate was set 
by the Cabinet as a minimum. This decision was no doubt 
based on the very full employment—some people would say 
over-full—which has marked all the recent summers. But 
if any general labour surplus were to develop this summer 
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it would be more difficult to hold to the relatively liberal 
immigration policy of recent years. 

Immigration is already selective both by race and occupa- 
tion. The theory is to maintain as far as possible Canada’s 
racial balance, in which people of British origin account for 
just under half the population. It has not been possible to 
maintain this proportion of British immigrants, but last year 
came nearer than some others, with 47,000 people out of a. 
total of 168,000, arriving from Britain and Ireland. Occu- 
pations are varied from time to time according to the 
employment situation, and the approved list is strictly 
enforced on would-be immigrants from Europe. There is no 
formal restriction on British people, but the advice given 
them by the Canadian authorities follows the variations of 
the occupation list. French people are also free from 
restriction, but the newcomers from France are a tiny 
trickle. The French-speaking sections of Canada keep up 
their one-third proportion of the total population thftough 
the unanswerable dynamics of the cradle, 


* * * 


British Investments Creep Up 


T is a pity that no up-to-date statistics are available on 
I ithe flow of British investment money to Canada. Con- 
flicting reports of the scale of the inflow in 1953 cannot 
be checked. The most that it seems entirely safe to say 
is that apparently more British investment was made here 
last year than in any previous postwar year, but that it is 
still a relatively small item compared with the inflow from 
the United States. The freer British hold on dollar invest- 
ments has shown up in security transactions, but more par- 
ticularly in the increased number of new branch plants and 

subsidiaries _ being 
PUBLIC AND PRIVATE established. One of 


INVESTMENT the most notable 
¥ features of recent 


years has been the 
switch in British 
interest from port- 
folio- holdings, in- 
cluding government 
and railway bonds, 
into direct invest- 
ment in British con- 
trolled. enterprises. 
The total flow of 
new capital into 
direct investments 
tiie in Canada in 1953 
is now estimated at 
a net figure of $300 
million, just slightly 
higher than 1952. 
The United States 
has been providing about go per cent of this new direct 
investment, but in the second half of 1953 it looked as 
though the British share was creeping up. Neither for the 
United States nor for Britain, however, does the ret inflow 
provide an adequate yardstick for the growth of their 
Canadian assets. Probably at least half the new investment 
in enterprises controlled outside Canada comes from re- 
invested earnings, and it takes time to compute their scale. 


6 i: 
$ billion 


in Constant 
— Doliars 


1946 "48 ‘SO "S52 ‘54 








THE ECONOMIST; FEBRUARY 27, 195. 


Queen Elizabeth Islands 


HE northernmost group of Canada’s Arctic islands ha, 

been named “ Queen Elizabeth Islands,” and He: 
Majesty may feel that the old custom of naming pol: 
regions after the Sovereign has never meant quite as muci) 
as it does now. The Queen Elizabeth Islands now sup 
port four white settlements, the white men moving int) 
territory from which the Eskimos have evacuated south 
wards. They are the joint Canada-United States weathe: 
stations, whose principal base is at Resolute Bay o 
Cornwallis Island. This summer the Canadian Departmen 
of Transport is taking over the annual sea supply of th 
islands which before was carried-out by the US Navy. 

All these moves are symptoms of the more active anc 
enthusiastic attention given by Canada to the North. The 
department respon- 
sible for adminis- 
tering the northern 
territories under the 
Federal Govern- 
ment has just been 
renamed the Depart- 
ment of Northern 
Affairs and Nationa! 
Resources, and mor: 
Vigorous steps are 
being taken beth to 
assert Canadian 
sovereignty in 
regions which are of increasing interest to the US Air Force, 
and to develop the education of the Eskimo along lines 
more like those followed in Greenland. . A territory where 
the Royal Canadian Mounted Police and the Hudson’s Bay 
Company traders, with a few missionaries, have been the 
chief symbols of Canadian rule is gradually being infiltrated 
by more of the agencies of civilisation. - 


* * 


More Pay for MPs 


HE Members of the Canadian House of Commons have 
just voted themselves a roo per cent increase in pay. 
They have increased their basic indemnity from $4,000 to 
$8,000 a year, on top of which they get a tax-free expense 
allowance of $2,000. Their new estimate of their own worth 
could not become effective ‘without the consent of the 
Senate, a body appointed for life ; so it was no surprise that 
the Prime Minister’s Bill also provided for raising senators’ 
salaries from $6,000 to $10,000. Some hope was expressed 
in the Commons that the senators themselves might think 
fit to take a smaller increase. But they did not. In voting 
themselves, as well as the MPs, $10,000 a year, the senators 
were not moved entirely by covetousness. They have an 
anxious regard for the status of their Chamber as a full 
branch of the Legislature, and to take less pay might have 
seemed to be accepting a junior status. 

The voters have had some serious doubts about MPs 
giving themselves so large an increase. The principal argu- 
ment used in support of it is that political life should be 
open to people of very modest means, not merely to those 
who can afford it. And Canadians accept the increase less 
as an assessment of what present MPs are worth than in 
the hope that they may get more who will be worth it. 
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SUCH SURPRISING PLACES 





STARCH IN ADHESIVES 


Starch is the basis of a versatile range of adhesives which can 
be given a wide variety of special qualities to make them suit- 
able for particular purposes: qualities such as quick or slow 
setting, great or small initial tack, resistance to moisture, harm- 
lessness to colour, and the like. The sealing of cardboard packs 
is one of the many very large-scale uses of starch-based 
adhesives. Feculose Company Limited, one of the companies in 
the Industrial Division of Brown & Polson, have developed 
Special water-resistant adhesives with great success to solve 








CAN STARCH HELP YOU? 


When you read in these advertise- 
ments how starch products are 
helping other industries you may 
see new possibilities of turning them 
to account in your own business. We 
shall be glad to discuss them with you. 






















WELLINGTON HOUSE, 





easetvuse 


packaging problems connected with export to humid tropical 
countries. Brown & Polson Industrial Division produce 200,000 
tons of starch products a year: more than 400 products, which 
are helping more than 80 different industries to reduce pro- 
duction costs, to make better products, or even to make 
products that could not otherwise be made at all. We have spent 
more than 100 years in building up this large and varied 
business. We have learned a lot about the industrial uses of 
starch products, and our advice is freely at your disposal. 


FECULOSE COMPANY LIMITED 


IN THE INDUSTRIAL DIVISION OF 





Brown & Polson 
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Are 


you a 
Tall 


Tycoon? 


Then you are perhaps 
an uncomfortable Tycoon 
in your office. 
Desks are made for average men, 
and the broad and the short 
and the tall must fit themselves 
to their furniture. 
You should speak to Mr. Peter Catesby 
and his staff about it. 
They make furniture fit the man. 
if your knees bump the 
drawer of that desk you admire; 
if your size is too splendid 
for the chair; then Catesbys 
Contracts are poised, ready 
to adjust, to alter, to make you 


supremely comfortable. 


Catesbys 


contracts 


Office Furniture + Floor Coverings « Curtains » Decorating « Fittings 


64/67 TOTTENHAM COURT ROAD, LONDON, W.1. Telephone: MUSeum 7777, 
™, 
lea ‘e : 
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The inevitable choice for those who 
appreciate the finer things in life. 
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THE 


BUSINESS 
WORLD 





Housewives’ Choice 


(¥ May toth branded margarine will return to the 
shops and competition will rule in the margarine 
industry after a lapse of fourteen years. Manufacturers 
will be free to produce as much as they please and to 
sell where they please. Competition for the consumer’s 
favour will be keen. It will not be competition mainly 
between two or three large firms, as it is in synthetic 
detergents. ‘The margarine industry is dominated by 
Van den Berghs and Jurgens, a manufacturing sub- 
sidiary of Unilever, Ltd., which has supplied between 
65 and 7§ per cent of the margarine absorbed by the 
controlled market. An engaging rumour in the trade, 
strangely persisting despite the company’s denial, 
whispers that Thomas Hedley & Company (Unilever’s 
principal competitor in soaps and synthetic detergents) 
contemplate the manufacture of margarine. Thomas 
Hedley have long been makers of cooking fat and the 
manufacture of margarine, which uses similar materials, 
would be a logical development if the company could 
count on a market large enough to justify the capital 
expenditure that would be involved. 

The two “Co-ops,” English and Scottish, together 
supply over ro per cent of the market ; the remainder is 
shared by about eighteen smaller firms, who are likely 
to view decontrol with private qualms about the fight 
that lies ahead. During the long period of control, the 
manufacturers of margarine and the refiners of oils and 
fats—often the same companies—have acted simply as 
agents of the Ministry of Food. The Ministry has sup- 
plied the raw materials and taken delivery of the finished 
product. All margarine (and cooking fat) has been dis- 
tributed on the Ministry’s behalf by a central organisa- 
tion, “‘ Marcom,” set up by the trade in 1940. Thus the 
margarine industry throughout this period has not had 
to finance the necessary stocks of raw materials nor the 
finished products. For Unilever alone, the cost of 


carrying such stocks was estimated a year ago at 
about £15 million, and it is probably of the same order 
today. In addition, manufacturers will have to expand 
their sales staffs, and to begin advertising again. Extra 
charges of this kind can more easily be faced by the 
larger companies as they seek to expand their share of 
the market, but they will certainly strain the resources 
of the smaller firms. 

Gone, too, will be the Ministry’s system of fixed pay- 
ments. The oil refiners were paid a sum based on the 
average production costs of a representative cross- 
section of the industry, plus a profit margin assessed on 
a prewar period. Refiners thus had an incentive to 
reduce their costs below that average. Manufacturers 
of margarine, however, had a less effective incentive. 
They were paid according to an audit of their costs in a 
period selected by the Ministry, plus a profit margin 
also assessed on a prewar period. 

The leading manufacturers hope to expand their 
sales by the introduction of a first quality brand of 
margarine, which may sell at about Is. rod. to 2s. a Ib, 
compared with the present unsubsidised price of 
1s. 6d. for standard margarine. Some manufacturers 
may later be able to reduce the price of their ordinary 
brands slightly below 1s. 6d. a Ib, although this—and 
the price of the first grade—depends largely on prices 
of edible oils in the world market. Both grades, especi- 
ally the first quality, will be a distinct improvement on 
the existing standard grade. The claims of manufac- 
turers that the new products will surpass in flavour and 
texture anything known before may lead consumers to 
wonder why they have had to wait fourteen years for 
a better margarine. The answer seems to lie mainly with 
the Ministry of Food, and partly with the manufacturers. 

Freshness is almost everything in margarine. Owing 
to the Ministry’s proper desire to economise in distribu- 
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tion costs, and to hold what seems to have been an 
unnecessarily generous level of stocks, margarine has 
been reaching the shops up to a month or more after the 
time of manufacture. In future manufacturers will 
minimize stocks, and they intend to reduce the distribu- 
tion period to a maximum of about two weeks. The 
leading companies will send their sales representatives 
into the shops, as before the war, to ensure that retailers’ 
stocks also are kept to a minimum, and margarine which 
falls below a certain standard of freshness will be sent 
back to the factory. Rapid disposal will enable manu- 
facturers to improve the flavour further by dispensing 
with preservatives. 

During the period of control, the Ministry has fixed 
the composition of margarine, and has checked the 
quality by a regular sample from each manufacturer. 
Some manufacturers have appreciably exceeded the 
official standard of quality ; in fact, consumers who have 
spotted the makers’ code letter on the wrapper could 
enjoy the best available in their district. Other manu- 
facturers have been content to maintain the Ministry’s 
standard ; indeed, the absence of competition gave them 
no compelling reason to exceed it. Naturally the leading 
manufacturers have kept some of the fruits of their 
research up their sleeves until it can be exploited in a 
free market. After control ends, the companies will 
produce brands combining flavour, texture, colour, 
“ spreadability ” and price in the ways that they consider 
best suited to the market. 


Margarine is made from a variety of edible oils, mostly 
vegetable. Almost any combination can be used, accord- 
ing to the manufacturer’s skill in blending and refining. 
A typical recipe could be : take four parts of groundnut 
oil, two of coconut oil, two of palm kernel oil and two 
of palm oil. Add one part of skim milk to give aroma 
and flavour, a dash of vitamins A and D—the “ sun- 
shine ’’ vitamins—and the mix is ready for the machines. 
In the “ batch” method of production, the mix would 
then be churned, cooled, kneaded and blended in a row 
of machines roughly the length of two cricket pitches ; 
the finished product is then moulded in half pound 
shapes, and finally wrapped in parchment paper at the 
rate of 92 packets a minute. But this “ batch ” method 
of production is being rapidly superseded by continuous 
machinery, such as the “ Votator,” which performs all 
these operations except packing in a space about 8 ft. 
by 20 ft. at an appreciable saving in cost. The risk of 
contamination is reduced to a minimum, because the 
materials are not exposed to the air, and the finished 
product is considered to be at least as good as that pro- 
duced by the batch system. 

That consumption of margarine in Britain will 
increase after deconirol is generally taken for granted. 
But the extent of the increase, and how much of it will 
be at the expense of butter, cannot be foreseen. Before 
the war the consumption of butter was nearly three 
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times that of margarine—24.7 lb per head per year 
against 8.7 lb. This was when New Zealand butter 
sold at an average price of about Is. a lb, and top quality 
margarine at about 8d. a lb. The present relation of 
prices is much more in margarine’s favour, and under 
rationing the pattern of consumption has largely been 
reversed. Consumption of butter rose to 16.9 Ib pei 
head per year in 1950 ; in 19§2, the last year for which 
figures are available, it fell to 10.9 lb, not much more 
than half that of margarine, which was 19.3 lb. Butter is 
expected to sell at between its present unsubsidised price 
of 3s. 8d. a lb. and 4s., or roughly twice the price of top 
quality margarine. This week the butter ration went up 
by 1 oz to 4 0z a week, and it will be interesting to see 
whether the ration is fully taken up at the higher price. 
The margarine ration is now 5 0z, and consumption is 
running at about go per cent of the total ration. 


* 


Margarine may gain custom from people who con- 
sider that there is no perceptible difference in taste 
between branded margarine and butter, or from those 
that consider that the difference is well compensated by 
the margin in price. Its use may also increase in home 
baking and cooking, stimulated by advertising and by 
ample supplies of sugar and eggs. And the bakers and 
manufacturers of biscuits and other foodstuffs are almost 
certain to use more. 

But the battle between these two fats will not be one- 
sided. Butter will also be fresher, because there will 
be a similar speeding up of its distribution, and it will 
also be produced to suit the varying taste of consumers 
at varying prices. Though margarine is regarded 
scientifically as in every way equal to butter in nutri- 
tional value, provided that it is enriched with vitamins 
A and D, many people consider it to be inferior. Nor, 
perhaps, has margarine quite lived down its earlier social 
stigma of being the poor man’s butter. And those who 
are still particular about their food—an admittedly small 
fraction of the British public—will always maintain that 
for cooking butter has no substitute. It may be some 
time, however, before competition fully returns to the 
market, in the sense that the manufacturers of margarine 
and the blenders of butter are entirely free to choose 
their raw materials. Several long-term contracts 
between the Ministry of Food and overseas suppliers of 
butter and edible oils are still running ; most of them 
expire in mid-1955, but contracts for oils and oilseeds 
from the Pacific Islands continue until the end of 1957. 
For those contracts which cannot be ended this year 
by mutual agreement, the Ministry will presumably 
allocate the quantities involved among the members of 
the trade. But the competitive pace will quicken soon 
enough, and long unfamiliar words like salt, fresh, 
Stork, Silver Seal and the rest will once again be part 
of the housewife’s vocabulary. Her new freedom of 
choice is the least reward for living in a country which 
has rationed margarine longer than any other. 
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HE season of the bank chairmen’s speeches has 

passed ; one by one they have reviewed and pro- 
nounced judgment upon fiscal policy, monetary control, 
the export trade and industrial problems. They have 
justified their particular dividend policies ; but they 
have made only passing reference to emergent problems 
of banking that are unseen by the general public and 
are little understood even inside the banks. 

It may be that the formative and expanding years 
of the banks have passed for ever; after the early 
amalgamations that produced the main structures, 
there was a burst of activity in the between-wars 
period, but now this, too, seems to have merged into 
an uneasy middle-age, marked by a burgeoning waist- 
line of bulging assets. But there is also a rigid struc- 
ture of high cost working set against this impressive 
backcloth of astronomic balance sheet figures—both 
the product of an inflationary age that it is too early 
yet to describe as under control. The mere presence 
of assets does not imply adequate earnings, and interest 
rates have been far from stable or altogether remunera- 
tive over the last few years; the result has been a 
general re-thinking about the scope and cost of banking 
services, and about the long-term questions of staffing 
and organisation. Whether this analysis has been 
adequate or effective is still open to serious doubt. 

The need for extra earnings has been marked in most 
cases by higher charges for current accounts, by the 
introduction of charges for services formerly free, and 
by an expansion in the work of the specialist depart- 
ments. In the main, a less adventurous postwar policy 
in branch expansion is being coupled with a drive to 
obtain more customers for existing offices, and encourag- 
ing each to employ more fully the range of valuable 
services that the banks provide. 

The importance of additional revenue from general 
banking services has been emphasised by postwar 
difficulties on the lending side, both in rates and in the 
application of official credit policy. Loans to essential 
industry, which too often tend to be a substitute for 
long-term finance, have been given a marked advantage 
over the private and professional borrower, formerly 
good friends to the banking system—but there are 
expanding specialist loan organisations to which these 
once favoured customers may turn. The potential 
borrower in the bank parlour too often finds that by 
the time the branch manager has made a penetrating 
investigation of his application for an overdraft, 
squaring it with current credit regulations, and perhaps 
making reference to higher authority, his feeling of 
fatigue and uncertainty can sometimes be resolved by 
placing the business elsewhere. Although bank finance 
may well prove cheaper in the long run, the handling 


Middle-Age Spread in the Banks 


By A CORRESPONDENT 


of potential overdraft business occasionally lacks finesse 
and can compare unfavourably with the clear-cut 
charges and margins, precise forms of repayment and 
less cumbersome security procedure of the banks’ 
competitors. The special place of the banks in the 
credit structure has made them vulnerable to competi- 
tion in times of credit control, and the realisation of 
this danger has encouraged the more rapid development 
of other revenue-earning sections. 

All this points a moral: the banks’ business is based 
more firmly than ever upon the current account and 
the connections arising from it, and only secondarily 
upon overdraft business ; but high costs and keen com- 
petition for customers who are not easily. reconciled 
to increased bank charges pose a problem of efficiency 
in organisation and management control. And these in 
turn involve three powerful influences in British bank- 
ing: first, the cumbersome and time-wasting design of 
the cheque as a negotiable instrument ; secondly, the 
method of long-term recruitment of male staffs resulting 
in a working life of some 42 years ; and thirdly, the 
difficulty of effective control and guidance in widespread 
concerns made up of branch units of varying size. 

Considerable handling time would be saved if the 
traditional type of cheque were replaced so far as 
possible by a non-negotiable, non-transferable document 
for credit to the account of a named payee only. Some 
concession in stamp duty and bank charges for the 
use of the newly designed payment slip would no doubt 
help to popularise such a change. Cash turnover has 
increased immensely, but little has been done to apply 
mechanical aids in handling cash. After a struggle, the 
passbook has given way to the statement of account, 
but here and in the ledger record there is far too much 
detail. Do customers wish to pay heavily for the inser- 
tion in their statements of information that can easily 
be found from the counterfoils of their cheque books ? 

Banking business in this country offers special scope 
for higher productivity. Seventy-five per cent of the 
work is well adapted for mechanisation and bulk hand- 
ling, and the remainder might be dealt with in ways 
more economical of time and labour.’ But it is, unfor- 
tunately, the repository of custom, tradition and false 
professional values; as a result an unthinking and 
almost extravagant use of high cost labour too often 
persists rather than a calculated search in all sections 
for mechanisation and better organisation. 

The real problems of bank organisation and mechani- 
sation emerge, in fact, in the consideration of the human 
element. Guidance on methods can be—and is— 
largely initiated in London, but the effective imple- 
mentation of policy is largely in the hands of men who 
entered the banking business as long ago as the first 
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world war. Then it was a business characterised by 
expansion, amalgamation, an almost exclusively male 
staff, steady if not spectacular promotion, few problems 
of high labour cost in relation to earnings and, above 
all, manual operation of practically all banking pro- 
cesses. It was a different world with different values 
and a different tempo. Two major wars and a trade 
recession have shown that much of the traditional super- 
structure of early banking, with its mass of record, 
regulation and counter-checking can be avoided with 
real economy; but in too many cases older men, 
whether engaged in management or clerical duties, lack 
an understanding of the conflict between cost and 
income that is implicit in their own office routines, 
and wish merely to postpone change—until their own 
retirement. This outlook may seem harmless and 
understandable, but it is in fact catastrophic to younger 
members of the staff who, in the early and formative 
years of service, too readily assume as normal or 
. inevitable the more extravagant and pedestrian aspects 
of the banking system. 

Given the acceptance of mechanisation in banking, 
whether operated in the branches or in centralised 
machine rooms, the whole staffing structure comes 
under review. The need for a majority of long-service 
entrants disappears, since the bulk of machine and 
repetition work can be carried out by a short-service 
element of women, supervised by a comparatively small 
long-service core of both sexes. 

Mechanisation would demonstrate that the present 
male bank staffs are, in the main, over educated for 
the duties they have to perform. Integrity and con- 
stancy are fundamental, but the slower rate of expansion 
in the internal banking business has led to frustration 
among those who might have expected to progress from 
routine duties to positions of responsibility. Another 
serious difficulty arises.. The banking business competes 
with every other industry and profession for recruits, 
offering new scales of pay that give higher maxima at 
younger ages than formerly. The new intake has the 
opportunity of promotion at a much younger age than 
previous recruits ; one bank chairman pointed out that 
young men at an initial training centre in 1950 were 
already passing through a junior course at a staff college 
proper during 1953. Earlier appointments to mana- 
gerial and equivalent positions will mean, with permis- 
sive retirement at 60, that the channels of promotion 
will be blocked for longer periods than formerly ; the 
implications for bank staffs recruited, for example, 
between 1930 and 1940, and for those to be taken in 
from about 1960 onwards, could be serious unless a 
careful scheme of dilution between the two classes is 
worked out. 

Banking, for all its attractions, is a specialised— 
almost isolated—area of endeavour hard to compare 
with the creative fields of law, medicine, science, 
architecture and perhaps accountancy. In banking 
there is too little movement within the industry as a 
whole, and too little movement within the banks from 
branch to branch to avoid stagnation. At present, entry 
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must be something of an act of faith, supported by 
the knowledge that the branch manager and executive 
of the future will undoubtedly need the technica! 
ability, enthusiasm and drive that will enable him 
transmute, for the bulk of his staff, routine and repeti- 
tive work into a worthwhile occupation with a rea! 
sense of purpose. The new entrant must acquire an 
undistorted conception of the banking business as 
great accounting machine of settlement and record fo: 
most of the internal and external trade of this country 

The absence of individual professional status in 
banking is harmful to the banks themselves and to thei: 
staffs, particularly in the later years of service when 
the limitations of routine are felt more keenly. While 
the present examinations and internal training system: 
may yet serve some purpose within the banking system 
itself (though some diversion of resources from new 
entrants to management training in organisation and 
the application of machine methods might well provide 
a better dividend) there is a real need for a generall; 
accepted standard of higher education, linked with 
University status. Only the realisation of wider horizons 
in banking will encourage the young man of intelligence 
and ability to sample, to enter and to stay in banking 
That also implies that his seniors, formerly young men 
approximating to the same description, are making a 
least some headway in the career of their choice, carried 
on in well organised and equipped offices where manua! 
labour is an anachronism and not the norm. 


IN GRANDPA’S FOOTSTEPS 


“BRITISH TRADE WITH MEXICO 


Mr. Biorklund, of His Majesty’s Legation at Mexico, holds that i 
British manufacturers and merchants were to show the enterprise 
and adaptability displayed by the Germans and Americans, they 
might participate more largely in Mexican trade. At present our 
share in that trade is declining. American traders who, from their 
proximity, enjoy special advantages, are constantly sending their 
representatives through the country, and the German manufacturers, 
according to the Consular official, are more ready than our own to 
adopt suggestions from their agents in regard to the style or finis! 
of their goods.” 


From a Business Note in The Economist, 17th January, 1905. 


As it happens, in 1952 Germany took Britain’s place as 
Mexico’s second largest supplier.* 


Our quarterly reports on over seventy countries keep 
exporters informed about economic conditions in their 
overseas markets. 

*Our ninth quarterly report on Mexico is published this week. 


The Economist Intelligence Unit 
22 Ryder Street, London, S.W.1 
Whitehall 1511 Extension 129 
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Budget Shock 


HE estimates of civil expenditures in 1954-55, released 
+ just as this issue of The Economist went to 
press, will surely chill some of the optimism lately prevalent 
about the coming budget. The fact that current expendi- 
ture has this year been running below 1952-53 levels, 
despite the presentation of very large supplementary esti- 
mates, is a sign of under-spendings on other votes ; and 
this had encouraged hopes that substantial savings might 
be shown in the estimates for the new year—especially as 
part of this year’s supplementary votes had been understood 
to be for outlays that would prove to be non-recurring. But 
in fact the civil estimates for 1954-55, after deducting the 
portion of the Ministry of Supply vote that is included in 
the bill for defence, total no less than {2,327.8 million, 
which is some {10 million more than the total estimates 
for 1953-54—which include the supplementary votes of 
{228.7 million, but naturally take no account of the 
under-spendings on other votes. 

These total estimates for the old year, though they always 
figure in the papers presented to Parliament, are not, how- 
ever, the relevant basis for comparison, since supplementary 
estimates have become a normal hazard of each year’s financ- 
ing ; and, in any case, the total voted for 1953-54 will not 
in fact be spent. The proper comparison is with the original 
estimates for that year ; and on that basis the new estimates 
show an increase of no less than £235.6 million—which is 
a highly disturbing prospect. Inevitably, a large part of 
this increase comes from the Ministry of Food, the bill for 
which is put at £146 million more than at this time last 
year (though at £16 million less than the revised estimate). 
Even more depressing, because less expected, is the absence 
of any perceptible savings throughout the rest of the list. 
Instead, there are some substantial increases—{20 million 
more for education, a similar addition for housing (includ- 
ing the Exchequer grants to local authorities), £167 million 
more for the Health Service (raising it to £433 million), 
£15 million more for Colonial services, and many smaller 
increases (but sometimes proportionately larger ones) on 
other items. The only sizeable reduction is one of £74 
million on the dying Ministry of Materials, with possibly 
some saving on the Ministry of Supply’s “ civil” expendi- 
ture—but comparison here is obscured by transfer of the 
atomic programme to the new Commission. 

The upshot is that the bill for supply that the Chan- 
cellor will have to face in his budget will be £3,882.4 
million, including {1,554.5 million for defence. In his 
last budget the bill was £3,586.3 million, including 
£1,496.8 million for defence. The increase will therefore 
be nearly £300 million ; and the only consoling qualifica- 
tion that can be made to that figure is that £54.6 million 





Business Notes 


is a purely “ bookkeeping ” increase. This arises from the 
fact that American aid—which, in these figures, is deducted 
from the defence estimates—is this year expected to decline 
from £140 million to £85 million. 


The Price of Atom Power 


TT Vote on Account reveals for the first time the 
cost of running the atomic energy project. No hint of 
this has been allowed to escape before ; now that the totals 
have been published, their sheer size is impressive. The 
estimates for the coming year, 1954-55, put expenditure at 
£53.7 million ; last year’s total, when the organisation was 
under the direct control of the Ministry of Supply for nine 
out of the twelve months, is put at £46.5 million. And 
these figures do not include the cost of producing atomic 
weapons ; this is borne separately by the Ministry of 
Supply, and it is unlikely that any direct indication of its 
size will be given. 

In round figures, there are probably about 15,000 people 
employed br what is shortly to become the Atomic Energy 
Authority. The organisation is still expanding ; this year 
two atomic piles are being built in Cumberland for the 
Authority’s first experimental power station and work should 
start shortly on a breeder reactor. Several buildings have 
still to be completed at the gaseous diffusion plant at Capen- 
hurst, and a certain amount of minor construction work is 
in hand at the other plants. The Authority’s budget of £54 
million will cover these building costs as well as the running 
expenses of the plants, the purchase of uranium ore, and all 
research and development. Big though it is, the sum 
is dwarfed by comparison with the estimates for the 
American Atomic Energy Commission for 1954-55, which 
amount to a monumental total of about £865 million, 


£30 Million for ICI 


MPERIAL CHEMICAL INDUSTRIES is a giant and acts like a 

giant. Not content with announcing the largest cash 
issue ever made by a British company, it has linked the issue 
with a massive equity share bonus of nearly £71 million, 
with a higher dividend forecast and with a reconstruction 
of its preference capital. All these proposals have a most 
up-to-date look. 

Since the war ICI has raised about {60 million by two 
“ rights ” issues of ordinary shares and by placing privately 
£20 million of 4 per cent unsecured loan stock (1958/60). 
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It now intends to raise another £30 million by issuing a 
4} per cent unsecured loan stock (1972-74) at par. Financ- 
ing by a loan stock, the interest on which does not attract 
distributed profits tax, is an orthodox move these days. 
Also in economical vein, the board have followed the 
example of Dunlop’s preference issue ; the new stock is 
. being offered only to stockholders on the register on Febru- 
ary 25th—and not for public subscription. The issue 
deliberately courts institutional investors. As these share- 
holders on the register can apply for as much stock as they 
like, success seems assured. 

ICI’s decision to capitalise £70,651,162 from reserves, in 
order to issue as a bonus one fully paid ordinary share for 
every £1 stock held, throws an interesting light on the 
attitude of the Capital Issues Committee towards scrip 
issues. In April, 1951, a similar application from ICI was 
turned down, presumably on the grounds that just over 
£96 million of reserves arose from the revaluation of the 
group’s assets in January, 1950, and not directly from 
ploughed back profits. Now the reserves are sufficient 
to enable the company to make the bonus without using the 
1950 revaluation reserves. Whether that is the only reason 
for the change in the Committee’s attitude remains 
uncertain. 

Bonus issues of shares can cause confusion—and specula- 
tion—about the next dividend. ICI has wisely accepted the 
modern principle of announcing the board’s intention with 
the details of the issue. The full year’s dividend for 1953, 
to be paid on the unrevised capital, is to be 15 per cent, 
compared with 13 per cent in 1952. This dividend is 
in line with expectations in the market and after its 
announcement the {1 ordinary stock units (which since the 
beginning of the year have risen gradually from 53s. 6d.) 
rose by only 43d. to §8s. 15d. The equity has been estab- 
lished on a yield basis of 5.2 per cent, or just a fraction 
below the average yield on thé market leaders. 

Another {9,631,078 is to be capitalised from reserves 
(which at the end of 19§2 totalled £173.7 million) in order 
to issue two new § per cent {1 preference shares for every 
£5 of 7 per cent preference shares now held. The coupon 
rate on the existing preference shares is to be reduced at 
the same time from 7 to § per cent. Preference shareholders 
will thus receive exactly the same amount in dividends as 
they did before. They will be asked to agree to make the 
preference stock an open-ended issue. In return for that 
concession they receive the light-weight compensation that 
each {£5 of existing stock now becomes £7 in the wildly 
improbable event of liquidation, 


£70 Million Programme 


o further issue of preference or other capital by ICI is, 

however, likely for some years. The deputy chairman, 
Mr S. P. Chambers, pointed out that the new £30 million 
issue would keep the group out of the capital market for 
some time ahead. The group still intends to find much of 
its needs from ploughed back profits. There is still £60 
million to be spent on capital projects already sanctioned 
by the directors and they expect to sanction another £70 
million of capital expenditure in the next three years. This 
will be another massive stride forward in the group’s capital 
programme, on which about £210 million, including £150 
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million coming from internal resources, has been spent 
since the war. 

The new money is not required for one particular project 
but once again it will be used in an advance in depth ai! 
along the line. Among the many projects the directors have 
in mind are expansions in the production of soda ash, 
caustic soda and chlorine, nylon and Terylene. Not less 
than £12 million may be spent on the Wilton group o! 
factories ; about £3} million will be spent on a factor 
to produce 1,500 tons of titanium a year ; and perhaps as 
much as £8 million more will be spent on the nylon 
polymer plant, on which in 1950 the directors decided to 
spend at least £5 million. This increase in expenditure 
seems to account for more than the projected rise in Britis! 
Nylon Spinners’ output this year from 10 million 
30 million 1b, presumably because of the acquisition of the 
Bemberg plant which will come into nylon production next 
year. These are all massive figures building up that 
impressive development and expansion on which ICI bases 
its answer to the threat of nationalisation in its booklet 
“ The Chemical Industry and Challenge to Britain.” 


New Look in the Trade Accounts 


HE new British Trade and Navigation accounts intro- 
A. duced for the month of January are a great improve- 
ment, both visually and technically, on the old. The classi- 
fication adopted by the Board of Trade is based on the 
Standard International Trade Classification approved by the 
United Nations in 1950, which has been adopted by all the 
main trading countries in their own accounts, or in the trade 
figures they submit for publication by the United Nations. 
The principal changes are that the number of commodity 
headings is increased by nearly one-third ; the number of 
divisions is increased from 46 to 52 and the divisions are 
grouped into four main classes, instead of three. 

The new class, which is most welcome, is Mineral fuels 
and lubricants, cemprising crude and refined petroleum, 
lubricating compounds and mineral waxes, coal, coke and 
manufactured fuel, pitch, and bituminous asphalts. These 
items have been transferred from Raw materials and articles 
mainly unmanufactured and from Articles wholly or mainly 
manufactured. Those two main classes, with some further 
amendments, now become Basic materials and Manufactured 
goods. The familiar Food, drink and tobacco reappears as 
Food, beverages and tobacco. The fourth and fifth classes 
in the old accounts, Animals, not for food, and Parcel Post, 
are now brought together in Miscellaneous. The vehicle 
division, which formerly covered road and rail vehicles, 
ships and aircraft, has been broken down into three divisions, 
rail, road and aircraft, and ships, while wool tops have 
appropriately been transferred from textiles to basic 
materials. Special care will now be needed in making com- 
parisons with earlier years, particularly in the sub-classes of 
manufactured goods, such as engineering products, which 
now refer to a different range of items. The first three tex- 
tile divisions, woollen and worsted, cotton, and synthetic, 
include only yarns and woven fabrics; other manufactures 
have been taken to the miscellaneous division. 

Classification by country generally has been increased, 
and the number of such tables reduced by extending the 
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grouping of related commodities. This makes it possible 


to give countries of destination covering a higher proportion 


of the total value of exports, although the proportion of 


imports so covered has had to be slightly reduced. Textiles 
are an exception ; analysis by type is greater than before, 
but analysis by country is less extensive. In some of the 
engineering divisions, particularly those which now form a 
larger proportion of total exports, analysis by country and 
type has been increased. Total British trade with particular 
untries, which used to be given one month in arrears, 
was brought up to date with effect from the December 
counts. The appearance of the tables is much clearer, 
wing partly to the use of a cleaner type face. The British 
rade accounts ate published more promptly than those of 
ny other major trading country, and the Board of Trade 
to be congratulated for having improved them without 
iny delay in publication, 


Engineering Exports Up 


A, LTHOUGH total British exports in January were not 
[\ particularly encouraging, shipments of engineering 
goods maintained the recovery made in the last quarter of 
1953. These goods, which form nearly one-third of total 
exports, amounted to {£89 million f.o.b. in January, £8 
million more than the monthly average in the first and second 
halves of 1953. These products of the engineering industry 
played a part in the revival: shipments of non-electrical 
machinery, at £36 million, were £3.5 million above the 
monthly average of the second half of last year; road 
vehicles and aircraft, at £25.5 million, were {1.2 million 
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* Estimated. Including Miscellaneous. 


higher, and shipments of electrical machinery rose by 
£800,000 to £15 million. Of the other main classes of 
manufactured goods, exports of metals in January fell 
£2 million below the monthly average of the second half 
of 1953 to £27 million, while exports of textiles and of 
“ other manufactures ” were unchanged at {29 million and 
£40 million respectively. Exports of mineral fuels and 
lubricants increased by £1 million to £14 million, owing 
to a further rise in shipments of refined petroleum ; exports 
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of food, beverages and tobacco fell by £1 million to £12 
million and basic materials were unchanged at £8 million. 

Imports of food, beverages and tobacco, the largest item 
in Britain’s import bill, rose to £114 million c.i.f. from a 
monthly average of £110 million in the first and second 
halves of 1953, mainly because much larger arrivals of 
dairy products, sugar and tea more than offset a fall in 
imports of fresh fruit and vegetables and cereals ; imports 
of wheat, at £6.7 million, were £3 million below the 
monthly average of the first half of last year. Imports of 
basic materials rose to £87 million from a monthly average 
of £83 million in the second half of last year, but were still 
£6 million below that of the first half. A rise mainly in 
imports of raw wool and cotton more than offset a fall in 
imports of timber. Imports of crude and refined petroleum 
were sfightly higher in quantity than the average of the 
previous six months, but were lower in value. 


Schumania is Waiting 


HOUGH M. Monnet may at present be preoccupied with 
FE plans to seek a loan from America, his request to the 
British Government to open negotiations for some closer 
form of association between Britain and the European 
Coal-Steel Community has been awaiting a reply since 
Christmas Eve. Some form of answer, at least, cannot long 
be delayed ; and negotiations can hardly be refused, though 
few people in the British coal or steel industries seem 
anxious to be committed to economic concessions for a 
political gesture, however intrinsically desirable this may be. 
Writing in the National Provincial Bank Review pub- 
lished this week, Sir Ellis Hunter, of Dorman Long, who 
was until this year president of the British Iron and Steel 
Federation, puts a view commonly heard in both British 
industries : 


. the common market has been in existence for too 
short a time . . . and is working in too uncertain a manner 
to permit of any firm judgment on the likely effects of any 
British association with the Community. . . . 

. this background of uncertainty would seem an 
unhappy concomitant to the proposals for an agreement 
with Britain. It would require a decision on insecure 
data. 


Similar reserve is expressed in the coal industry, though 
the common market for coal has lasted rather longer and 
been more settled. There are feelings in both industries 
that any acceptance by Britain of the “common rules” 
from Luxemburg would require concessions by the British 
—for example, an end to dual-pricing in coal exports, which 
might leave some {15 million a year more to be found 
from the British coal consumer, and possible increases in 
British steelmaking costs—while the continental industries 
have few useful economic counters to offer in exchange. 
The political desirability of support for the High Authority 


New Look in Defence 


page 657 
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is not questioned, however. “ Some form of closer associa- 
tion ” does still seem likely to be achieved, with M. Monnet 
content for the moment to get his foot in the door and 
the British industries confident that, for the moment, they 
need not open it farther than they want to. 


The Unpaid Tax Collector 


HAT is most striking about the balance sheet of 

Imperial Tobacco Company is what is not there— 
cash. For an industrial giant with assets of over £220 
million there is an amazing dearth of liquid funds. “Group 
overdrafts and acceptance credits on October 31st were 
£31,868,858, compared with £29,977,226. Acceptance 
credits (which must surely be the cheapest way of ‘financing 
bonded tobacco stocks) again amount to only £5 million 
of the total, suggesting that the company has found a limit 
to what it can conveniently finance through the discount 
market. On the other hand cash is down from £377,363 to 
£257,115. Clearly the group has continued to finance its 
stocks largely with the aid of short term finance and with 
the aid of shareholders’ money ploughed back. The group 
ploughed back last year, as the chairman points out, 
£4,600,000, about a quarter of the total coming from pre- 
vious tax provisions. It is not only tobacco which the 
shareholders and the banks are thus financing. It is also 
the Exchequer. Stocks last year rose from {120,669,509 to 
£123,027,184 and debtors (that is goods delivered to the 
shops but not yet paid for) from £52,213,866 to 
£54,909,923. The stocks are mainly bonded, but it is safe 
to assume that there is a tax element of around £80 million 
in the stocks and debtors together. 


CONSOLIDATED BALANCE SHEET 
(£'000) 


Years ended Oct. 31 1951 1952 1953 


| assets, less depreciation | 
Juoted investments, at cost* 
Net~current asdets .....s ys 


17,517 
11,170 
111,991 


19,294 
11,170 
114,706 
130,369 120,670 125,027 
51,066 52,214 54,910 
3835 377 257 

34 475 24,977 26,869 
5,000 5,000 5,000 
51,029 52,114 36,700 
40,000 40,000 40,000 
37,563 60,101 60.101 


20,610 
11,170 
117,388 


Acceptance credits......... 
Reserves 

Loan capital 

Ordinary capital 


* Market value: 


1951, £46,150,000; 1952, £43,817,000; 1953, 
£52,144,000. 


Both the short term debts and the shareholders’ enforced 
savings are thus helping to finance the Exchequer in advance 
of collection of the tobacco duty from consumers. More 
such short term finance may be needed this year: the stock 
of £123 million is by no means excessive for a company 
of this kind with an annual turnover of about £600 million ; 
the Mutual Security Act tobacco’ bought for sterling 
towards the end of last year is not included in the present 
accounts, and the chairman considers that stocks in a year’s 
time may be a little higher. There is no indication that the 
directors of Imperial Tobacco have any intention of funding 
the short term debts. It is more likely that they have 
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decided that bank finance is the most satisfactory solution. 
And if there were ever a reduction in the tobacco duty the 
need for finance might decline. But “ hope deferred maketh 
the heart sick.” 

What is most striking about the address of Sir Rober: 
Sinclair, the chairman, is the point he omits to make 
The lung cancer controversy is not enumerated among 
the three factors he considers important in assessing the 
outlook for this year. These are: (1) the availability of 
leaf tobacco, which he believes will be a little better than 
it recently has been; (2) the trend of costs, which has 
recently been upwards and he regards as “ less encouraging ” 
but “prices to the public will not be increased unless and 
until it is absolutely imperative ” ang (3) the demand for the 
company’s products, which has recently been well main- 
tained. Sir Robert’s general conclusion on those factors is 
that the results will not be very different from last year’s 
and that there is little hope of a big expansion in business 
with the tobacco duty at its present rate. Since he has lef: 
lung cancer out of his assessment he must have done so 
deliberately, believing that it will have little influence on 
the year’s results. Elsewhere in his speech he claims that 
“ nothing whatever in the way of proof in this matter has 
emerged.” 


Is Shipping Competition Fair ? 


MONG other and more sensational matters, the annual 
report of the Chamber of Shipping this week has 
raised the question of the direct and indirect aid that 
the German and Japanese governments afford their shipping 
and shipbuilding industries. These nations have since the 
war replaced the greater part of their destroyed fleets with 
new and efficient vessels, and postwar replacement of the 
Japanese fleet, in particular, has been financed chiefly by 
government loans. These have been nominally at a high 
rate of interest, but it is suggested that the Japanese govern- 
ment has been steadily easing, and may even have waived 
for the time being the terms of interest and repayment. 
Published results for 1953 and the experience of British 
competitors indicate that many Japanese shipowners. 
although their vessels are running at a loss, have no 
financial reserves. The Chamber concludes that their 
competitors’ current and accumulated indebtedness to com- 
mercial banks is being underwritten by the Japanese 
government. 

The Chamber complains that the British Government, 
on the other hand, confines its protective attitude to ai: 
transport, which the Chamber argues has had the effect oi 
preventing British shipowners from exploiting the possi- 
bilities of this complementary form of transport as they 
were prepared to do. Recently, of course, the 
Government has been encouraging independent operators 
to participate in the development of air independent trans- 
port. The report states that if shipowners are to contem- 
plate greater participation in air services, they need first to 
be assured “ that this is the policy of the Government and 
that as air operators they would be given a fair field and 
continuity of service.” It is also added that if shipowners 
were to be restricted to “cargo only” aif services, they 
would be heavily handicapped in competition with the 
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rHE ATOMIC AGE AND TAYLOR WOODROW 


Building for the Future... 
... the world’s first 


ATOMIC ELECTRIC 


GENERATING STATION 


Built to the direction of the Ministry of Works 
for the Department of Atomic Energy 


fact that the nation’s reserves of 
easily workable coal will, it is estimated, last for about 
years at the most, Britain has begun to construct a 
nal reactor capable of producing electrical power in 
istrial quantities, 

Constructional work in connection with this epoch- 
king scheme is now in hand at Calder Hall and it is 
cast that the completed station, and a breeder reactor 


h is also to be built, will result in the generation of 


000 kilowatts. 
fhe building of this, the world’s first atomic electric 
enerating station, has been entrusted to Taylor Woodrow. 
Here is new and unique evidence of the way in which this 
rm is, both in Britain and abroad, Building for the Future 





The BIG Yellow CATS 


ARE PURRING BEFORE THE HEARTH 


Before new hearths and homes can 
arise, row upon row, Caterpillar earth- 
movers must get towork. On building 
sites up and down the country, where 
soon there will be houses, hospitals, 
offices, schools and factories, you can 
see the distinctive yellow of the ‘Cats’ 
(world-famous nickname for these 
world-famous machines) and hear the 


Distributed & Serviced in U.K. by» 
North & East—H. LEVERTON &CO. LTD., 
Spalding, Lincs. 

Wales & South-West — BOWMAKER 
(PLANT) LTD., Willenhall, Staffs. 
London & South-East— FRED MYERS 
TRACTOR & EQUIPMENT CO. 4 Tilney St., 
London, W.1. 

Scotland. CALEDONIAN TRACTOR & 
EQUIPMENT CO. LTD., Rigby Street, 
Glasgow, E.1. 





















powerful, purposeful throb of their 
engines. These are busy times for the 
‘Cats’, speedily doing the spadework 
for Britain’s building developments. 

















throughout the free world 


TAYLOR WOODROW 


Building & Ciwil Engineering Contractors 


{ a 10 PARK STREET - LONDON W.!. Grosvenor 8871 











"Twisreex is a name you should know. 
TWISTEEL make Wireweld steel 
fabric which forms the heart 


of the concrete roads you ride upon, 














- of the barrel vaults that roof your new 
c factories, of the concrete floors and the 
se foundations for your machines. 

Its junior partner Gridweld has count- 
me less uses from machine guards and 

Ol pallets to simple fencing. 

e Twisteel’s advisory service is at your 

he disposal: its staff includes 

ofS engineers who are experts in 

“4 \ the design of reinforced concrete ~ 
te structures. 

od HIGH stRENcTH NQ\\ AT Low cost __ Nj --____-_____---_-__-___ ee 
ae LONDON : 43 Upper Grosvenor Street, W.1. Tel: GROsvenor 8101 & 1216 


he BIRMINGHAM: Alma Street, Smethwick 40. Tel: Smethwick 1991 
MANCHESTER : 7 Oxford Road, Manchester 1. Tel: Ardwick 1691 
GLASGOW : 19 St. Vincent Place, Glasgow, C.1. Tel: City 6594 


T Ww 8 TE EL REINFORCEMENT LTD 


HAVE you considered using plastics for industrial 
purposes ? Do you know that hard-wearing, econom- 
ical components for more and more industries are 
being made from one particular, highly-successful 
plastic? This is LUSTREX*, Monsanto’s polystyrene 
—and an extremely useful and versatile material. 

Lustrex is light, yet strong. It is easy and inexpen- 
sive to fabricate and, for many purposes, is the 
most economical of all plastics. It can be moulded 


Where LUSTREX is already used 


Lustrex is used in refrigerator and radio cabinet fittings, coil formers, brush 
backs, instrument panels, packaging, cutlery handles, buttons, houseware, 
domestic appliance parts, wall tiles, camera, battery and torch cases and other 
applications where bulk quantities of standard mouldings are called for. 


MONSANTO CHEMICALS FOR EVERY INDUSTRY 


\ 
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Can you use Lustrex 


in your industry ? 


Versatile plastic 
offers new 
opportunities to light 
engineering and 
electrical industrics. 


into intricate shapes, for any type of component. It 
has excellent insulation characteristics, low oss 
and low power factor and strong resistance to acids 
and water. It is supplied in a wide range of standard 
colours and, in addition, 
can be easily produced 
by your moulder or 
supplier in any shade 
you wish. 


Lustrex is one o! 
Monsanto’s wide 
range of chemicals 
and plastics for in- 
dustry. If you have 
an industrial prob- 
lem which chemica': 
might help you solve 
—get in touch with 
Monsanto foday ! 
(*Registered Trade Mark) 
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corporations and foreign competitors (though recent 
developments suggest that independent “freight only ” 
services are likely to be protected from competition by the 
corporations, at least). The recent entry of shipping com- 
panies into the air transport field, moreover, indicates that 
some of them take an optimistic view than the Chamber of 
Shipping in general. 


Home-truths about Dividends 


ETWEEN now and the budget much more will evidently 

be heard of the Labour attack upon rising dividends 
and their alleged connection with the latest phase of wage 
pressure. The statistical facts about the relative trends of 
these two streams of personal incomes—a small rivulet on 
the one hand and a broad river on the other—cannot, 
therefore, be too often reiterated. For almost every move 
in the left wing campaign so far has been based on 
grotesque misrepresentation of the figures, and daily aggra- 
vates the formidable but vital problem—in this phase of 
rising competition in world markets—of keeping Britain’s 
wage costs in line with Britain’s productivity. It is well, 
therefore, that the Chancellor himself has now felt impelled 
to protest at these distortions and to put the relevant figures 
in perspective. 

In a speech at Glasgow last week he vigorously rejected 
the charge that the Government’s policy of “ enterprise and 
incentive ” represents a “ smash and grab ” for one section 
of the population—an effort to encourage an increase in 
dividends whilst trying to freeze wages. He himself had 
never asked for a “freeze” of any kind, but only that 
increases in personal money incomes should not be sought 
unless they are supported by increases in output. There 
has not, in any case, been any “runaway” rise in divi- 
dends. In the four years to 1952, according to the latest 
available estimates from the official national income statis- 
ticians, the money incomes of wage-earners rose by 30 per 
cent and those of shareholders by 23} per cent, whilst in 
real terms these increases were equivalent to 6} per cent 
and 1 per cent respectively. Moreover, if the comparison 
is extended back to prewar days, the average wage-earner’s 
money income has risen twice as much as the average 
shareholder’s ; in real terms, his income has risen by 
28 per cent whilst the shareholder’s has fallen by 35 per 
cent. 


These figures admittedly do not take account of the rise 
in dividends in the past twelve months ; but even the recent 
experience does not perceptibly alter the comparison. The 
index of wage rates was unchanged in January (at 138, 
compared with 100 at mid-1947), showing a rise of 3 per 
cent, or roughly twice as much as the rise in the retail price 
index, since December, 1952. Labour spokesmen have 
contrasted this movement with the increase of roughly 10 
per cent in the money amount of dividends paid by com- 
panies whose accounts were published in 1953. But this 
was a net amount, reflecting the benefit of last year’s reduc- 
tion in income tax ; the increase in gross dividend incomes 
was only 5} per cent—and part of this was attributable to 


this year’s additions to capital. In other words, the rise in 


the average return to equity capital during the year was 
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roughly the same as that in wage rates ; the monthly average 
of these in 1953 was 4.6 per cent higher than in 19§2. 


Properly construed, therefore, the comparisons of wages 
and dividends provide no basis at all for pleas of the kind 
now being launched by the TUC in its pre-budget message 
to the Chancellor. Its budget prescription this year includes 
an increase in the distributed profits tax, an increase in the 
duty on share transfers, a reimposition of the foolish tax on 
bonus issues—a tax disowned and repealed by a Labour 
chancellor—and the introduction of statutory limitation of 
the amount of distributed profits. This is a prescription of 
class-prejudice ; but, worse than that, it is a. prescription 
for ossifying the economy. The TUC this year falls far 
below the standards of economic judgment it has shown in 
many postwar years. 


Tidelands Coal 


OAL is mined under the seabed at about 2§ pits in 
Britain, mainly in the north. The seams that extend 
out from East Fife under the Firth of Forth, probably meet- 
ing the Lothians coal measures, offer large amounts of coal 
within reach of coastal pits, and have been called “ one 
of the few really rich areas available for intensive exploita- 
tion in Britain.” In Northumberland and Cumberland the 
significance of certain undersea reserves is enhanced 
because the same seams inland have largely been worked 
out. The programme of undersea boring that Mr Hum- 
phrey Browne this week announced the Coal Board is to 
undertake will be concerned primarily with proving the 
extent, quality, thickness and depth of such reserves before 
existing coastal workings are extended ; later it might be 
widened to include prospecting—for such possibilities as 
anthracite beneath the English Channel. 

This is a fairly expensive venture. The “ seafort” dril- 
ling rig may cost £250,000, and marine drilling costs may 
considerably exceed those on land—where a 2,500-foot 
borehole may cost £20,000, and drilling below that depth 
some {9 a foot. But proving the undersea reserves by 
forward “ drivage ” underground is also costly, and limited 
for practical reasons ; while the risk of developing workings 
underseas, at huge capital cost without full information 
makes the marine boring a worthwhile insurance. So the 
“ seafort” is to be built, as the most spectacular of a number 
of technical innovations that the Coal Board has in hand: 


Use of “electric logging ” processes to investigate strata 
from its inland boreholes ; 

Experiments with a “cactus grab” for faster sinking of 
new mine shafts ; 

Purchase of a Swiss “ electrogyro” locomotive, in which 
energy is stored by a’large flywheel which is “ topped 
up” to 3,000 revolutions a minute from electricity supply 
points, that acts as a “ battery ” to drive the traction motor ; 

Tests of “ wired radio” for mine communication systems, 
and—in one Kentish colliery—of underground air-condi- 
tioning. 


Mr Browne also reviewed the many types of coal-getting 
and power-loading equipment the industry is testing—a 
perhaps significant absentee from his list being the once- 
favoured “ Samson Stripper.” 


Profits from Welsh Steel 


wo more of the giants of the steel industry, Richard 

Thomas and Baldwins and the Steel Company of 
Wales, have published full reports for the 53 weeks to 
October 3rd last. Neither of these companies is thought to 
be high on the Realisation Agency’s list of companies for 
resale. Their last year’s profit record, and indeed the ups 
and downs in the tinplate industry, provide one of the 
reasons. 

The total income of Richard Thomas and Baldwins, 
which owns a steelworks and wide strip mill laid down 
before the war and a number of small tinplate works, fell 
by £3.7 million, or by nearly 31 per cent, to £8.5 million. 
The gross profits of the Steel Company of Wales, owning 
the Abbey steelworks and strip mill built since the 
war and the Trostre tinplate mill, have fallen by 
£700,000, or just over 9 per cent, to £7.7 million. 
Both companies were obviously hard hit by the recession in 
the tinplate industry, when a number of the small works, 
which had been enjoying handsome export premiums on 
much of their output, were closed or put on a “care and 
maintenance ” basis. In commenting on the fall in profits 
the directors of both companies draw attention not only to 
the “ temporary recession ” in the tinplate industry but also 
to the considerable decline in export prices. Towards the 
end of the financial year, however, there was an improve- 
ment in demand for their main products—an improvement 
that has been maintained in the current year of trading. 
In. contrast to this experience, Thomas Firth and John 
Brown, which concentrates on forgings and special steels, 
has reported that its profits in the same period rose slightly, 
to nearly £2 million. 

With a plant erected since the war the Steel Company of 
Wales has to set aside a far greater part of its profits for 
depreciation and for servicing its loan stocks than does 
Richard Thomas and Baldwins. Further increases in these 
provisions last year explain why its net profits have fallen 
by £787,000—and this despite the halving of the transfer 
to a tax equalisation account. Net profits of Richard 
Thomas and Baldwins, following an abrupt fall in the tax 
provision, have been reduced by £583,000 to £3,132,000. 
These results do not suggest that the task of selling these 
companies back to the public will be easy—and for. the 
Steel Company of Wales the difficulties must be greater 
than for Richard Thomas and Baldwins. One of the reasons 
for this is that while the directors of Richard Thomas and 
Baldwins speak of a development scheme estimated to cost 
£7} million, the outstanding capital schemes sanctioned by 
the Steel Company of Wales are estimated at a cost of £33 
million. 


Money From Brazil 


MOST striking achievement in the recovery of blocked 
A sterling debts in Brazil has been made ‘by Ocean Coal 
and Wilsons which recently announced the repayment of 
1s. 6d. per 4s. stock unit. The repayment takes {1,600,000 
and it is’ now disclosed how the group which had only 
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£662,000 in sterling on December 31, 1952, has found 
the money. The group is a combination of Welsh colliery 
interests not yet fully paid for by the nationalised under- 
taking and an old-established merchanting business deeply 
involved in South America, chiefly in Brazil. Both halves 
of the undertaking haye contributed: the colliery side, 
Ocean and United National Collieries, have repaid to the 
parent company £976,250 partly out of liquid assets which 
they already held and partly out of interim compensation 
recently received ; the South American trading section, 
Wilson, Sons and Company, have succeeded in clawing 
back no less than £827,500 from blocked debts in Brazil. 
The colliery business has been left with £320,000 together 
with a further claim for compensation, and the chairman, 
Mr F. A. Stackpole, gave shareholders on Wednesday a 
rough estimate that they might expect a further capital 
repayment of about 9d. per unit. The merchanting business 
is to continue. Overdrafts in Brazil are down from 
£2,835,781 on December 31st to below £700,000 today. 
This is partly due to repayments but also partly to using 
the free exchange rate of 150 cruseiros to the £ in place 
of the official one of 524 cruseiros. 

This great. improvement in Brazil has been achieved by 
trading the foreign currency invoices for which transfer 
had not been authorised against the Brazilian Government's 
long position in cotton, Merchants bought the sterling 
debts at a discount and used them to buy Brazilian Govern- 
ment cotton also at a discount. The cotton went out to 
every part of the world where sterling payments are 
accepted. It was done at an astonishingly small discount. 
The sterling debts were sold at discounts ranging from 
8 to 14 per cent—evidently chiefly at the better figure— 
for the effective average rate of exchange was below 60 
compared with the official 52} and the free 150. 

One question remains. Has the Board of Ocean Coal 
and Wilsons, in this smart stroke of business, jumped the 
queue of Brazil’s sterling debtors ? The answer must be, 
No, It has acted with the knowledge and approval of 
established authority in both countries. If there is a tinge 
of envy in the hearts of Brazil’s numerous unpaid sterling 
creditors it should be focused on the two governments and 


‘their central banks—not on the Directors of Ocean Coal 
3 and Wilsons. 


_A Gift Horse Examined 


]Q EPRESENTATIVES of the Canadian Wheat Board met the 

London grain trade late this week: to hear criticism: 
of its new pricing policy, Paradoxically the:-London trade 
is protesting against the decision to.cut the price of whea! 
ex-store Fort William by seven cents to $1:79-a bushel, but 
only because the trade considers that the boafd-has preju- 
diced the existing contracts for shipments from. Vancouver, 
which formerly were quoted at the Fort William price, The 
reduction has been made. to: bring the: price for shipments 
out of Eastern Canada (ex-Fort William) more into line wit! 
the Vancouver price; The bulk of the British and Contin- 
ental contracts have recetitly been placed with Vancouver. 
where c.i.f. prices were some 30s. a ton below those from 
the Atlantic port of St. John, despite the tong hau! through 
the Panama canal. The board hopes that its action wil! 
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LONDON-RHODESIA £1195! 


C.A.A, constantly endeavouring to establish Low-Fare 
Flying are proud that their ZAMBEZI Service between London 


‘ f 
Oo Oo and the Rhodesias has achieved such a great success. Everyone 
U EST v TRE enjoys comfortable air travel at low priced fares. 


The leisurely journey from London to the Federation o} 
a Rhodesia and Nyasaland has three interestin~ night steps at 
e MALTA, WADI HALFA & NAIROBL 
Serving mankind in more than 50 
countries, Nu-Swift are the World's Ch/ 
fastest and most reliable Fire 


Extinguishers. LONDON to 


NU-SWIFT LTD + ELLAND + YORKS 


ing! 
In Every Ship of the Royal Navy Single Return 


NDOLA £111 £199.16s. 
pLanTvne f S112105. £202.10, 


muawivoy £115 £207 


WEEKLY SCHEDULED SERVICE 
FULL DETAILS FROM YOUR TRAVEL AGENT OR B.0.A.C. 


@ CENTRAL AFRICAN AIRWAYS 


in partnership with B.O.A.C. and South African Airways. 
| Room No. 418, Airways Terminal, Buckingham Palace Road, London, $.W.1. VIC 232: 


PACKED AGAINST PERIL ? 


ie Just a slight error of judgment — and 
é down it falls. Will the case burst ? Will the 
sides collapse ? Will the contents be safe 

from the shock ? 


The time to answer these questions 
correctly is before the cases are designed and 
made. Because of this planning “ Fiberite” 
cases can comfortably ignore the hazards 
of travel. 


More than forty-five years’ experience 
combine with the most modern research 
methods to help “Fiberite” packing deliver 
your products safe and secure. 


THAMES BOARD MILLS LIMITED 
Purfleet, Essex and Warrington, Lancs 


Manufacturers of : “Thames Board” for cartons and box making; “ Fiberite ” Packing Cases in solid and corrugated board; “ Essex” Wallboard. FBS 0196-75 
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Two out of three are power-starved 


Two-thirds of the world’s population live without world. Compact, economical power units and 
electrical power. Yet electricity offers the quickest generators, easily transported, installed and ser- 
way of raising basic living standards and, there- viced, are answering the world’s urgent need for 
fore, the most effective answer to discontent and industrial power. Barren lands can be irrigated, 
unrest caused by primitive conditions. This-is the villages lighted, swamp areas drained. Machines, 
neasure of the opportunity before THE BRUSH 
Group — the greatest makers of diesel electrical 


power plant in Great Britain and the world’s 


powered by electricity, can raise human produc- 
tivity a hundredfold. THE BRUSH GROUP is helping 
to bring about a new industrial revolution, a 
greatest exporters of industrial diesel engines. revolution that will, in time, transform the lives 
That opportunity is being grasped. THE BRUSH of the two out of three who are, as yet, denied 
GROUP exports most of its output, the greater part the benefits that follow the 


introduction of 
of it going to the less developed regions of the electrical power. 


Ws 
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THE BRUSH GROUP 


Manufacturers of diesel engines and electrical equipment for agricultural, traction, industrial and marine purposes. 


The Brush Electrical Engineering Co. Ltd. - Hopkinson Electric Co. Ltd. - Petters Ltd. 
J. & H. MCLaren Ltd. - The National Gas and Oil Engine Co. Ltd. - Mirrlees, Bickerton & Day Ltd. 


DUKE’S COURT - DUKE STREET - ST. JAMES’S - LONDON - 8.W.1 AND THROUGHOUT THE WORLD 
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encourage sales from the east and relieve the congestion of 
wheat-in Manitoba and Saskatchewan when the St. Law- 
rence opens for shipping in April. The British grain trade, 
which bases its business on the Fort William price, argues 
that it will, in effect, lose nearly {£1 a ton on its Vancouver 
contracts, and it wants the reduction to be postponed until 
those contracts have been cleared. Although the reduction 

basically designed to meet an internal problem, the 
United States government promptly recognised its external 
implications by raising the export subsidies on American 
vheat shipped from Atlantic ports by six cents a bushel 
and from Gulf ports by four cents. 

Most British and Continental buyers are holding off the 
market until the Canadian policy is clarified. Buying this 
-ason has been hand-to-mouth at the best of times. The 
latest figures published by Broomhall show that from 
August Ist, the start of the new season, to February 6th, 
world shipments of wheat and flour totalled 41 million 
quarters (of eight bushels), 9 million less than in the same 
period of 1952/53. The United States has shipped 7.6 
million quarters less this season ; Canada 7 million less and 
Australia 1 million less. Argentina has shipped over 7 
million quarters, compared with almost nothing in the 

me period last season. The American government’s 
policy, announced on November rogth, of subsidising 
exports of wheat sold outside the International Wheat 
Agreement down to the agreement price, has so far been 
of little avail. Up to February 11th only 2 million bushels 
had been sold, mostly as flour. In the first six months of 
the new agreement total exports amounted to only 142 
million bushels, or 17.8 million quarters, out of a total 
annual quota of 421 million bushels. Some major import- 
ing members have bought negligible quantities, and a few 
have bought nothing. If the price fell to $1.55 a bushel 
IWA members could be obliged to take up their quotas in 
full. The test will come in the spring, when the prospective 
size of the new North American crops becomes reasonably 
clear. In the broadest sense, a fall to much below $1.55 
would harm importing and exporting countries alike. 


Building Society Plans 


HAIRMEN of two leading building societies, both of 
C which produced record figures last year, have been 
telling members of their hopes for further expansion this 
year. They are Sir Harold Bellman, of the Abbey National, 
and Mr Harry L. Score, of the Co-operative Permanent. 
After lending the record sum of over £19 million on mort- 
gage last year, Mr Score reports that the demand for loans 
was such that much larger amounts could safely have been 
advanced had the funds been available. He puts forward 
a plea for a reduction in the housing subsidies applied to 
houses built by the local authorities to rent. A house 
financed by building society money and sold to an owner 
occupier is unsubsidised, a house built to let by the local 
authority carries subsidies from the taxpayer and ratepayer 
of at least £35 a year for 60 years. Mr Score points out 
that that subsidy is applied irrespective of need and that 
often the poorer paid worker is helping through rates and 
taxes to pay the rent of some one earning £1,000, £1,500 or 
occasionally even £3,000 a year. 
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The Abbey National Building Society also enjoyed record 
expansion last year, mortgage advances amounting to {38.4 
million compared with £30 million, and total assets rising 
£154 million to £181.2 million. A feature of the Abbey 
National’s expansion is that it has been achieved not only 
without any sacrifice of liquidity, but with an actual increase. 
The ratio of liquid assets to liabilities to the shareholders 
and depositors improved last year from 13.4 per cent to 
13.7 per cent. The temptation to lend more liberally at the 
expense of liquidity must have been severe ; Sir Harold 
Bellman’s address makes it clear that the society is in a 
position to make good use of further savings entrusted to it. 
He, too, is looking forward to fresh fields for expansion. 
One of these may come from the proposal already under dis- 
cussion between the societies, the local authorities and the 
Government for reducing the size of the initial deposit 
required from owner-occupiers. This receives his blessing. 
Another, which he calls “no more than the germ of an 
idea,” is the possibility of the building societies supplement- 
ing the activities of the local authorities in the provision 
of houses for letting. This is certainly a novel idea for 
the building society movement, so long connected with the 
claim that to buy is better than to rent. It is a pity that 
he did not develop it. 


SHORTER NOTES 


The first results from a large departmental store, those 
reported by Harrods for the year to January 31st, are an 
encouraging foretaste of the results that can be expected 
from other retail traders after the end of Coronation year. 
The untaxed profits of the Harrods group have risen from 
£1,419,591 to £1,786,424, and, although taxation has 
increased from £868,870 to £1,111,892, its net profits have 
advanced from {£550,721 to £674,532. The directors have 
not been slow in seeing in this increase in profits an oppor- 
tunity to increase the equity dividend. 


* 


In the Business Note “ Ice-Cream and Cinema Profits ” 
in The Economist of February 6th, Messrs H. E. Browning 
and A. E. Sorrell of the Board of Trade were quoted as 
suggesting, in a paper to the Royal Statistical Society, that 
the cinema exhibitors in Britain, as a group, might have 
been able from film revenues to cover all costs “except 
the payment of rent.” In fact, they had calculated that 
revenues would have been sufficient to cover not only the 
cinemas’ operating costs, but also an allowance for operating 
profits of some 10 per cent of gross takings, a percentage 
that had been suggested by the 1952 report on Entertain- 
ments Duty of the Cinema Exhibitors’ Association. 


* 


Marks and Spencer caused a flutter in the markets this 


week when its directors announced the second 100 per cent 
share bonus in the last two years. The company intends 
to issue one fully paid 5s. “A” ordinary share for every 
ordinary and “A” ordinary share in issue ; at the moment 
the company has in issue £600,000 of ordinary shares and 
£3,932,492 of “A” ordinary shares, which have no votes. 
After the announcement the “ A” shares made a net gain 
of 2s. 3d. to 85s. 6d. 


“4 Kee # 
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Company Notes 


BRITISH-AMERICAN TO- 
BACCO. Of all company accounts 
those of British-American Tobacco, 
trading all across the world, must be one 
of the most difficult to prepare. Fluctu- 
ating exchange rates and the blocking of 
profit remittances must stretch accounting 
techniques for consolidation to the limit. 
The same facts pose for the shareholder 
the most difficult questions of interpreta- 
tion. It would be a bold shareholder who 
could set a figure on the amount of the 
group’s profits available for distribution— 
and his guess would probably be wrong. 
The buyer of the BAT equity is 
therefore doing more than taking a stake 
along with Imperial Tobacco in the 
export trade. He is expressing belief 
that the directors will be as generous as 
they can when occasion serves. He must 
hope that a freeing of exchange controls 
will ultimately allow the directors to 
pursue a dividend policy that will bring 


Years to Sept. 30, 
1952 1953 

f, f 
42,231,431 42,297,000 
1,047,243 598,000 
8,025,646 6,442,000 
12,803,854 12,752,000 
18,606,523 20,147,000 
. $3,860,636 4,452,464F 
Pulse eas +103 124+ 
tbsidiaries 13,337,012 14,564,000 
— 225,000 
800,000 550,000 
301,750 37,194 
lds £5 11s. per cent, 


ck and fixed assets replac ec 


the 1952 dividend of 10 5/6 per 
is the equivalent rate on the new capital of 
36,641 after the 50 per cent. share bonus. 

» market valuation of the equity closer 
in line with the true value of the group’s 
assets. Last year’s share bonus, and the 
latest imcrease in equity payments, show 
that the directors are aware of the confi- 
dence thus placed in them. For the year 
to September 3oth last they have declared 
a tax-free ordinary dividend of 12} per 
cent, compared with an equivalent rate 
on the new capital of 10 §/6 per cent, 
tax free. In addition they have declared 
a tax free interim dividend for 1953-54 
of 4 1/6 per cent, compared with 3} per 
cent, tax free, the year before; but this 
rise in interim payments is designed 
merely to even out dividend payments 
over the current year. 

The increase in dividends, which was in 
line with market forecasts, follows a year 
in which at worst the group maintained 
its share of world markets. Its trading 
profits are almost unchanged at just over 
£42 million, which suggests, in view of 
the rise in the cost of leaf tobacco and 
other costs, that the group added to the 
volume of its trade. Profits are struck 
after transferring to. replacement reserves 
the devaluation surplus on the group’s 
stock of dollar leaf tobacco ; this surplus 
has fallen from £1,047,243 to £598,000, 
a natural consequence of the exhaustion 
of stocks purchased before devaluation. 


Perhaps because world-wide inflation 
has been damped down, the directors show 
less concern than formerly with the real 
cost of replacing assets and stocks, but they 
still state that sufficient profits have been 
appropriated to replacement reserves to 
maintain the “real capital of each com- 
pany in the group,” but the actual amounts 
appropriated have been reduced. From net 
profits, which have risen in line with the 
reduction in British taxation, the parent 
company has reduced its transfer to re- 
placement reserves from _ £800,000 to 
£550,000, and its subsidiaries have reduced 
their appropriations from {£4,500,000 to 
£1,800,000. Altogether subsidiaries appear 
to have retained £14,564,000, compared 
with £13,337,012 in 1951-52. A good part 
of these retentions may be the involuntary 
retention of profits impossible to remit 
through the tangle of exchange controls. 

A further headache for the directors is 
the fluctuation in exchange rates. As a 
result of changes in the rates applicable to 
the conversion to sterling (for the purposes 
of consolidation) of the current assets and 
liabilities of certain overseas subsidiaries, 
the holding company has had to charge a 
“net resulting difference on exchange of 
£4,326,000” against devaluation reserve, 
which has thus been reduced to £6,704,000. 
In earhier years the company charged these 
exchange differences against trading profits 
but in 1952 these differences were 
negligible. In valuing the BAT equity, 
investors should note that this and similar 
perils are the lot of the international trad- 
ing company. 

* 


BOWATER PAPER. The full 
accounts, printed again in a lavish and 
glossy booklet, of the Bowater Paper Cor- 
poration shed an even more roseate light 
on the group’s progress than did the pre- 


Years to Sept. 30, 
1952 1953 


Consolidated earnings :— 


4 
9,192,364 
1,631,150 
5,284,509 

1,798,290 2,867,051 
Ordinary dividends .. 283,500 316,800 
Ordinary dividends (per 


cent) 15 16 
Retained by subsidiaries 1,136,418 1,852,988 
General reserve 200,000 100,000 
Added to carry forward 20,485 276,034 

Con. balance sheet :-— 
Fixed assets, less depre- 
ciation 
Net current assets ..... 
Stocks 
Cash 
Bank loans and accept- 

ance credits 
Reserves 
Loan capital 
Ordinary capital 


Trading profit 
Depreciation 
Taxation 


Net profit 


20,304,398 30,877,300 
14,075,709 16,755,244 
19,378,404 17,005,688 
3,304,389 4,572,828 


7,905,313 4,620,993 
11,600,459 13,903,111 
13,009,869 24,944,178 

3,600,000 3,600,000 
£1 ordinary stock at 46s. 3d. yields {6 18s. per 


cent. 


liminary report. The preliminary figures 
discussed in these columns last week, re- 
vealed that trading profits, before all 
charges, had risen from £7,346,028 to 
£9,192,364, and that the equity dividend 
was to gO up from 15 to 16 per cent. 
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The full report details even more imp: es- 
sive achievements. 
The net book value of the group’s 


assets have risen by over £10 millio 


nearly £31 million and its total assets ! 
risen by over £11 million to £66 mi! 
By far the greatest part of this incicase 
comes from the expenditure on the 
mills in Tennessee; in the balance 
“expenditure on mills and timber! 
in the United States” is entere 
£10,950,328, compared with £1,76 
the year before. But another, th 
much smaller, part of the increase in {ixe 
assets springs from capital expenditu: 
increase production in the group’s p! 
in Britain, Canada and Scandinavia. 
reduction of over £2 million in the gro 
stocks looks like small beer when 
against those figures, but it does at | 
indicate how much easier it is for 
group to operate now that raw mat 
prices are more stable. 

Stocks can be fimanced by short-t 
loans from the banks, but, now that 
emphasis is much more on fixed ca; 
expansion than on working capital | 
mitments, a change in the gr 
financing technique has become dis 
able. It is beginning to rely more 
more on long-term loans. It is no acc: 


that, while bank overdrafts and accept- 


ances have fallen from £7,905,313 
£4,620,993, secured and unsecured 
capital has risen from £13 millio: 
nearly £25 million. 

The group’s development programme 
suggests high confidence in the long-' 
demand for newsprint and other pa; 
And this confidence is echoed in 
directors’ comments on more imm« 
prospects. Their paper mills in this c 
try returned to full capacity worki: 
the beginning of 1953 and they stil! 
tinue to operate “on that basis and 
full- order books.” In Canada, too 
group’s mills operated at full cap , 
but the adverse exchange rates between 
the Canadian and United States do! 
the further rise in costs, and the 
price of sulphite pulp, led to a fa 
earnings. Speaking more generally, 
directors remark that production 2! 
mills both at home and abroad, inclu 
the new mills in the United States 


been sold for “some long time al-ad, 


mostly under long-term contracts.” ‘| eit 
confidence in the future is based on | 
forward sales and to the greater stab 

in the prices both of the group’s 
materials and its finished products. | 
Bowater’s equity can still be reck 
among the “ growth ” stocks. 


* 


ENGLISH ELECTRIC. 
illustrated brochure from English Ele 
sketches out the industrial backgr 
against which the group’s trading pr 
last year rose from £5,948,403 
£6,489,863. The full accounts by fi 
in the financial details help to exp 
why the directors decided, as was n 
in these columns a week ago, to leave 


equity dividend effectively unchanged. | | 


principal reason, of course, is that 
dividend is now servicing a capital 
larged not merely by the book-keep'' 
transaction of a bonus issue but also 


TT contin a newitine: tea ea 
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“rights” issue of new shares so that 
e higher earnings come from more 
wney actually employed. 
[he consolidated baiance sheet provides 
iditional reasons for the dividend deci- 
n. It shows such an expansion in fixed 
| working capital that it seems inevitable 
ough not necessarily praiseworthy) that 
directors should continue to rely on the 
dern policy of ploughing back profits. 
net book value of the group’s fixed 
ts have increased from £10,314,812 to 
274,364, an increase that reflects not 


Years to Dec. 26, 


1952 1953 
ted earnings :— £ f 
GENES xa ation 048 5,948,403 6,489,863 
we eee es 5,995,648 6,540,708 
Lion Si aasaits 1,121,968 1,262,460 
a 319,506 560,068 


2,909,516 
1,383,057 


3,226,023 
1,546,995 


v dividends .... 


418,013 535,233 
ry dividends (per 
Y gies gah Bee ae 15 10* 
ed by subsidiaries 239,190 356,918 
reserve .i.csss 600,000 580,106 
to carry forward. 57,562 3,898 
lance sheet : 
ets, less depre- 
Fae ok 10,314,812 13,274,364 
t assets . 18,415,381 23,589,288 


. 28,146,589 29,147,193 
528,322 892,959 
10,745,771 9,223,604 
. 13,091,270 12,459,655 
i aac lala 7,570,517. 9,879,118 
vy capital . 5,308,097 10,616,193 
tock at 42s. 6d. yields i? 14s. per cent. 

rate is equivalent to the 15 per cent paid 
before the capital was increased by the 
65 rights issue and the £3,538,731 bonus 


ly the progress of the development pro- 
ramme in this country but also the 
urchase of a controlling interest in Cana- 
1 Marconi last August. The develop- 
nt programme is by no means at an 
for outstanding contracts for capital 
penditure are estimated at £3,499,285, 
pared with {2,377,600 in 1952. 
That a rise in turnover has gone hand 
hand with these developments is made 
vident by the rise in profits and by the 
creases in debtors and in stocks and work 
progress. Before payments received on 
ccount have been deducted, the book 
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SECURITY PRICES AND MARKINGS 


30 ORDINARY SHARES: "Financial Times” Index (July 1, 1935 = 100) 


value of stocks has risen from £46,233,332 
to £51,862,380, and after the deduction of 
these progress payments it has risen from 
£28,146,589 to £29,147,193. Last year’s 
issues of equity shares and loan stocks has 
led to some improvement in the group’s 
liquid resources ; its bank overdrafts, for 
instance, have fallen from £10,745,771 to 
£9,223,604. Yet such is the rate of develop- 
ment that the group is still short of cash. 


* 


MONSANTO CHEMICALS. 
The profits of the Monsanto Chemicals— 
the British subsidiary of an American 
parent— have made a brisk recovery from 
the 1952 recession, but they still fall 
short of the 1951 figures. The equity 
dividend has been stepped up, from 18} 
per cent to 20 per cent, in line with this 
recovery, but this dividend also falls short 
of the rate of 224 per cent paid in r951. 
Last year, the sales of the British parent 
company rose by 9 per cent, from 
£9,954,289 to £10,852,854, and the trading 
profits of the British group as a whole 
rose from £1,476,400 to £2,354,084. This 
profit should be compared with that of 
£2,889,330 earned in the boom of 1951. 

The increase in profits is ascribed to 
bigger sales, increased efficiency (pre- 
sumably reflected in smaller manufac- 
turing costs) and to a fall in the price of 
some raw materials (though, again, pre- 
sumably not in the price of all of them). 
Much of the recovery in profits must have 
taken place in the last six months of the 
year for the half yearly report (to June 
30th last) showed that net income before 
tax was only £488,886, compared with 
£608,183 in the corresponding period of 
1952. But at least some profit margins 
must be lower than they were in 19§1, 
for some selling prices are down and 
wages are up. In advance of the full 
accounts, due in April, the directors re- 
port that new construction has been kept 
in line with the increase in demand; a 
good part of these developments are being 
financed by loans from Canadian life 
assurance companies. 
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LONDON STOCK EXCHANGE 


Next Account begins: March 3rd. 
Next Contango Day : March 3rd. 
Next Settlement Day: March 9th. 


AFTER the initial adjustment to the £30 
million issue by ICI, the stock markets 
began to improve again this week. Gilt- 
edged stocks were marked down quite 
sharply after the announcement of the 
ICI issue, with old Consols losing 7 to 
6476, but later in the week prices resumed 
their advance, so that by the close on 
Wednesday the earlier losses were almost 
all wiped out. On that day the new 
Transport stock rose to a premium (of 4 
of a point) for the first time. In the foreign 
market Gurman issues made further head- 
way at the beginning of the week and 
then fell back a little on Wednesday. 
Perhaps the most active section in this 
market was Greek issues, which made a 
strong advance at first on the news that 
a Greek representative had arrived in this 
country to discuss a debt settlement. 


Equities remained in demand this week, 
and by the close on Wednesday the 
Financial Times ordinary sharé index had 
risen to 137.4, compared with 136.2 a 
week earlier. Electrical equipment and 
aircraft shares were prominent ; breweries 
also gained some ground following 
announcements of higher dividends. ICI 
were marked down at first on the 
news of the higher dividend and the new 
issue, but quickly more than recovered 
this lost ground. Marks and Spencer 
more than recovered earlier losses when 
the share bonus was announced. Harrods 
and other store shares improved on the 
news of Harrods’ bigger dividend. “ Bats,” 
on the other hand, were marked up 
immediately after the news of the bigger 
dividend, but after a heavy bout of profit 
taking more than lost the ground that had 
been gained. Other tobacco shares also 
weakened. 


A further improvement in oil shares 
was reported on Monday, when Anglo- 
Iranian touched 9%, but this advance was 
soon checked when profits were taken. 
Tea shares advanced all along the line in 
response to the rise in prices at the tea 
auctions. Kaffirs were in demand at the 
beginning of the week, but prices began 
to drift lower on Wednesday. 





















FINANCIAL TIMES INDICES 
Security Indices Yields 
1954 : a 
Ord.* oe . at Ord. 
Feb. 17...) 136-2 | 112-45] 3-88 | 5-33 
ee 135°8 | 112-47 3:88 5-34 
oe eee 136-0 | 112-45 3-88 5-34 
a 136-5 | 112-33 3-89 5-32 
21 ale 136-9 | 112-21 3-89 5-30 
0 eg 137-4 | 112-25 3-89 5-2 
Total bargams 
1954, Highj 140-2 | 112- 3 
(Feb. 9) (Feb. 18) Feb. 1 9,366 
» Low. 131-1); 111-78 — a” ae 
(Jan. 1) | (jan. 5)] .,, 19. ° 9,257 
1953, Highj 131-5 | 112-55 Mee - Ses 
(Nov. 4) (Nov. 27 ,, 23 10,219 
» Low.j 113-9 | 105-68 24 9,830 


May 20) (Jan. 5) 
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LONDON ACTIVE SECURITIES 


TIS ‘UN Net | Gross = ee 
BRIT ISH FUNDS Price, | Price, Yield, Core Prices, 1954 Last Two | ORDINARY | Price, | Price, | 
AND y it ld, 1 : F . 94 a bs : ‘ 
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Th 5 aiCoats (J. & P.) a s 
646, 64a Courtaulds {1 
5 ai 10 biLancs. Cotton {1 
20 ¢ 5 ajPatons & Bz Udwins £1) 
ELEC TRICAL 
124d Tha Assoc. 
10 ¢ 24a B.L.C.C, _ 
5a) 6%b English Elect. £1 
3ja 746 General Elect. ral 
Motor & AIRCRAFT 
62d! 34a Bristol Aero 10/- 
4a 6435 British Motor 5/- 
7Téc.De Havilland {1 
15 cFord Motor {1 
9 b Hawker Siddeley £1.. 
25 cLeyland Motors £1.. 
8 b Raleigh Ind. £1 
5 a Rolls Royce ¢ 
12 ¢Standard Motor 5/-... 
SHops & STORES 
10 a Boots Pure Drug 5/-..! 
3746 Debenhams 10/- 
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40 b Woolworth 5/- 
Ot 
5 ajAnglo-Iranian £1 
24a Burmah Oil {1 
4 a Royal Dutch 100 fi... 
5ta Shell Reg. 4 
15tbi Trinidad L’holds 5/-.. 
SHIPPING 
24a Cunard £1 
6 aiP. & O. f. . 
10 c¢ Royal Mail £1 
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3 24 5 a'Assoc. Port. Cem. £1. .| 
TRUSTEE rice, rice, ield, 50 2 | - 16 c Bowater Paper fl. See 
STOCKS AND eb. 17, Feb. 24, Feb. 24, 33 ) Se ) 4a Brit. Aluminium £1. .| 
FOREIGN BONDS 952 1954 1954 . | : : a 4 y ta Brit. Amer. ob. 10/-. 
47 3 3 bCanadian Pacific $25. 
11}0 Carreras “ 
5 a Decca Record 5 
17 s¢ Dunlop Rubber “10/: 
6 almp. Chemical £1. 
11}b Imp. Tobacco ral 
$2- 35 Inter. Nickel n.p.V.. ar) 
74a London Brick £1 
"5O_2G () 024 124b late & Lyle {1 
ss m ee ~ 4 68 2 746 Tube Investments £1.} 
ry ae o/* 69 /- 2ia} 15 b Turner & Newall £1..| 
16 , 52/5 | } 4 6 a\Unilever {1 
116° . Tea & RUBBER 
146) 5s ik ; 74c\Allied Sumatra {1.... 
2 24a' Thanzie © f 
5 a United Sua Betong £1) 
: = e, Tic eld, MINES 
ORDINARY ; 7, Feb. 24, Feb. 24, & | 5 33 { 20 a Anglo-Amer. 10/- 
STOCKS 9F 957 37/~ | 33/3 | 534b| 53}a Blyvoor 2/6 
| 60 b Daggafontein 5/- 
80 a De Beers 5/- Bearer... 
$6 174c Johannesburg Con. {1 
50 a! 175 b Rhokana £1 


* Ex dividend. 


New York Closing Prices 
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Funding 3° ’66- 94 | 
I unding 4! ) ’ )-90 | 101 iz 
Savings Bonds 3% ’60-70.' 91% 
Savings Bonds 24° °'64-67, 908 
Victory 4%, °20-76. 101%* 
Savings Bonds 3% ’65-75.; 88% 
Consols 4% aft. Feb. ’57..| 94% 
Conv. 3}°%, aft. April 61. 863 
freas. 24% aft. April ’’75.| 644 
freas. 3 aft. April ’66..| 75% 
Ireas. 34°, ’77-8 | 93% 
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Aust. 34% ’65-69.... 914 | 914 
N. Zealand 3} "62-65 941 
. Africa 34% °54-59. . | ggi 
“aft. 1920>.' 723 | 72} 

, *54-64.. 951 j 95} 

66-71. 934 | 93h 
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Banks & DISCOUNT 
9 b\Barclays £1 
8 biLloyds “A ), 
8 b Midland {1 full 
830.N. Prov, "Sf 
9 bWestminste r, £! 
174) Alexanders #2, 
5 bNat. Disc. 
5 & Union Disc. 
4 b\Barc.(D.C. &O. 
7 aChart. Bk. of India $ $ 
sacs Gen th 5/1 salt. & Ohio. 20} | 19} JAm. Smelting. ; Inter. Paper.., 59 
Pe oh an, Pa 24 | 23} JAm. Viscose .., 35) Nat. Distill, ..| 18} 
a nee % ully pd. | 41 a 2 JN.Y. Cent,...; 24} | 24. (Cel. of Amer.. Sears Roebuck 61 
105+ c/ Prudential “A” fl. : 7 f : i 174 [Chrysler : 87 
_ Breweries, Etc. | : Amer. Tel, .../160$ 161} (Gen. Elec..... std. Oilof N.J.. 77} 
33, b Bass fl 1126 /10} 126/105 stand. Gas.../ 123 | 124 |Gen. Motor... 1.S.'S ‘ 5 
wapseetic ches tare ited Corp.” JBL | (Bt feoodyear--- Ser | So Westinehoase. $4 
8 bind Coope 5/- 2/6 2/6 W. Union Tel. 42 | 412 |Inter. Nickel . Woolworth...) 454 


Feb. | Feb.} 
17 | 24 
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OWRWOIL HHH P/O 


Om WG 


ree of tax. Yield calculated on gross basis. (a) Interim dividend. (b) Fi F ’s divi 
| of end, ) Final dividend. (c) Whole year’s dividend. d) Yield at 754% of face val 
} Lo earliest date. (f) Flat yield. (g) Includes 2% centenary bonus ; yield basis 14%. (4) Also 2% tax free Gash eaten Ned: bie 18: ea. (t) 12% p* 


for 9 months; yield basis 16%. {j) Also 5% Coronation bonus, Ts e 
(m) Yield basis 10% after capital bonus. (n) Viek i basis 118%, at not included in yield, (k) Yield basis 14%, as forecast by Company. 1) To latest da! 


ep ' ; 0 alte r capital bonus. (0) Yield basis 9%. (p) Also 5% net capital distribution, not included 
yield. (7) Yield basis 15% after capital bonus. (s) Yield basis 153%, as forecast t , ’ ° pita nar pct sit 
pro, not included in ytd. "Yio basta 20%, (x) Wield bases 1B: 189¢ mace Gena back AA Gees Tas The: Ga) Alen 24% tax fe cut 04 capita 
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The following list shows the most recent date on which each statistical page appeared. 
BRITISH 


3 a & e 
'. Prices and Wages............... Feb. 6th 
a . 4 a g A) 4 € aa Production and Consumption Feb. 13th 


POO is kncs consvacecdzacs Feb. 20th 
External y ENE aoe This week 
Financial Statistics ............ This week 


Industrial Profits............... Jan. «23rd 


World ‘Trade: .. ..<...002s: 


UK External Trade 


Imports are valued c.i.f.; exports f.0.b. Tot 








x fourth quarter. 





OVERSEAS 
Western Europe : 
Production and Trade...... Feb. 6th 
British Commonwealth ...... Feb. 13th 


Western Europe : 

Prices and Money Supply Feb. 20th 
RJMOOE SONNE ais cadosenersenss This week 
.. Jan. 23rd 











645 








4 tal trade unless otherwise stated. 
4 1953 1954 
4 Dec. Jan. | Oct. Nov. Dec. Jan, 
VALUE() | | | 
ame } 
ae Total. ....skcevueueeaen eens { million] 325-3} 289-8] 278-8] 262-1] 268-0| 290-1] 279-8| 272-2] 281:6| 282-1 
co 9 n.a 100°5 109-7 ne. ee. 102-4 n.a |} mma na. | 114-1 
ils ” na 95°4 87-9 tas aS 103-3 oa.) > oe Tee) 87-2 
icants ” n.i 28-2 | 26-2 ee. Te 27-6 n.a. na | na | 26-3 
es awe et ae n.a 64-0 | 53-5 aa. 3° Gs 54-7 a9 | na | oa. 52-7 
eaexports of UK produce : | | 
< fol a 215-0 215-3 15-2 210-4 | 207-5 217-7 227-6 | 239-9 224-6 225-7 
el ae n.a. 178-5 174-9 ae: Be. 176-3 n.a ae na. | 1384-5 
MO-OUPOTES 22 ix cae cde Cee eis bee ee oe a 10-6 | 12-0 | 8-8 8-9 7-5 10-0 9-3 | 8-9 7-6 a 
Balance of trade (exports /ess imports). . | - —99-7 | 62:5 | —54-7 —42:5| —52-7 — 62-4 —42:9| —23-4 — 49-4 | —48-3 
VOLUME 
Pere et ae 1950= 10 112-5 | 103-0 | 112-0 99-6? 115 112 120 
| } | } 
SENDOTES . . soo. isin bee es nama 101-2 | 95-0 | 98-0 94 | 93 97 105 | 110 | 99 | 
p ” | 
| 
q BY AREA | | 
a mports : } | | 
‘ COG « a ikna Giana 6 ¥eas4 | £ million 64-5 | 60-1 | 52:9 45-5 | 43-9 45-0 55-4 | 51-5 | 51-1 
Miao acne keene cae S 31-7 | 26-2 | 21-2 20-8 | 18-7 26°6 19-2 | 21-7 | 23-4 
CaneG@e wien tie<diers ‘d 21-7 | 26-6 | 25-4 21-5 | 21-5 | 15-9 29-1 | 25-6 | 21-8 | 
ES | ‘ ; 
ci OEEC countries ....... | “ 84-0} 71-4 64-1 62-2} 64-6) 67-4 67-4) 63:7) 65-5 
e3 
: POSS SSF o cP cates Carew ” 116:5| 119-8 125-3 126-5} 132-7 | 140-8 119-5 123-8 124-2 
7 } | 
Eee xports | | 
SORA Son vous nee a 28-9 | 1-4 | 33-7 32-3 | 28-8 | 31-5 34°2 | 34-9 31-7 
ia: Chine Cenbas slkes ak 12-8 | 15-1 14-3 13-3 | 13-6 14-1 14-7 | 12-0 13-5 
Cepeda dis iss Gece i 11-7 | 11-0 | 13-4 12-9 | 10-3 12-4 13-9 | 14-4 10-7 
N OEEC countries ....... Fhe 56:0} 58-3 62-5 59-4] 61-0 63-5 68-4 67-7 58-9 
Oss canyon phates = 110-8| 107-0} 105-8] 100-7} 97-9) 107-5] 112-6} 121-5] 116-8 
alance of trade (exports Jess imports) : | | 5 
r area., Pgh coe, ; a — 35-6 28-7 —19-2 —13-2; —15-1 —13-5 —21-2 —16- —19-4 
g OEEC countries ....... os — 28-0 —13-1} — 1-7 - 2-8; — 3-6 — 3:9 + 1-¢ 4-0 _— 6 6 
PET grec es sa 5-7} —12-7| —19-5 25-8; —34-8| —33-3] — 6°! — 2°: - 7 
i | 
‘sate IN SELECTED COMMODITIES | 
ports : | 
| | : 1 = - , - av 71 | 9 
5 Peptic eens "000 tons 551-7 525-3 | 335-2 289-8 524-9 261-6 345-0 275-1 336-8 238-4 
a ee bare 39-9} 45-5 63:2 31-7 29-2 46-9 57-5 66-3 | 54:8 57-1 
neGingll 5. {.cceteei ae oc: ee 186:-8| 164-6} 248-6] 112-4) 161-1 134-0 | - 285-3} 251-0| 277-6} 337-2 
id Beeb be eee eid | “ 37°5 | 21-8 27-6 19-5 16-0 | 29-8 31-4 25:7 36 4 27-3 
ep’s and lambs’ (?).... mn. Ib. 36-0 52-0 63-8 81-1 68-4 102-7 34-1 95°9 57-3 | 10 4 
il and synthetic (*) ... | 000 tons 25-1 16-7 18-5 14-3 | 20-7 16-6 21-1 15-6 18-5 23-5 
SE ’000 stds. 135-6 85-2 120-5 71-3 52-7 | 142-7 104-5 91-7 93-0 80-8 
+ ae pe ke aces ’000 tons 139-3 | 119-9 134-2 133-0 | 165-2 | 120-9 171-6 149-0 183-8 151 0 
ONAN iS Sais ee mn. galls. 359 483 556 515 | 955 | 541 615 608 604 | 595 
eee een | | | | 
‘ports of UK produce : Sod i 
odink Senn ‘000 tons 961 1,254 1,400] 1,183} 1,237] 1,370 1,627 1,587 1,525} 1,361 
ece-goods—cotton ........ mn.sq.yds 72 59 | 59 63 | 61 65 58 65 61 58 
ss weak ee {| "000 $4. } 9,894 8190| 8,751 9,402 | 8,624| 9,816] 9,765 8,891 8,650} 9,145 
yds. By so 
cars and chassis.......... be 30,717 25,819 27,244 21,174 | 17,619) 21,850 25,706 | 21,618 24,288 | 26,408 
ercial vehicles and chasis... |, | 11425 | 10-706| 97278] 9,650| 8614! 8972] 11,150] 10,254; 9,990] 11,233 
Itural tractors............... 9,388 8,745 | 7,788 6,377 6,374 8,219 8,836 7,308 7,063 | 8,471 
MNCTY——-ChOCTENOBE Si cs ck es . 4,022 4,799 | 5,015 4,928 5,244 5,373 4,633 _5,300 5,230 5,249 
> other . : PEPE LE ee 26,245 30,346 | 28,762 29,867 30,317 | 32,687 28,311 | 30,770 30,599 32,704 
Chemicals. 03.25.05) Meee ee 6.533 6,774| 5,987 6,629 | 5,644 6,261 5,936 6,476 5,971 | 7,609 
f (*) The new classification of January, 1954, makes comparison only possible with some of the earlier figures. (?) Retained imports. (*) Average 
0 a? ’ 


US Statistics 


Monthly averages or calendar months except where annual rates are shown. 


PRICES AND WAGES 


Wholesale prices | 
| na 
reine ag Se Sed 

All 7 ‘ ; } j : i 
com- | Farm | All Food Clothing 
| 


Consumer prices 


; Housing 
. sities products items vs 
no es 


1947-49 = 100 


59-4 47-1 | 
113-5; 114-6} 
114-4 112: 
115-4 

115-0 

114-9 


PRODUCTION 


Gross 
national 
product 


Manufacturing production 
Total ree ra 
industrial 
pro- 
duction | 


Durable goods 
Seasonally 
adjusted ee 
annual Total Metals | 
rates | | 


~ billion 


: 
| Vehicles, | 


Textiles 
etc. etc 


Total 


100 ; 


season. lly adjusted 


| 

48 
154 | 
188 | 


| 


189 | 
178 
180 


183 | 


Index 1947-49 
49 
136 | 
153 | 


53 
116 


132 | 118 


128 | 
122 | 
115 | 


109 | 


17 
115 | 
113 | 


us | 
| 


TRADE 


Personal | 
con- 
sumption | 


Annual Sales Stocks ® | 
rates ord 


All business Total retail 


Sales 
am billion ; Rms adjusted 
1939 
1952 
1953 


J 


10-80 | 
46-08 
48-83 


20- 
TT- 
81: 


05 
11 | 
03 


62 

245 
953 { 
September -00 } 
81 | 
-27 


226 
210 


Personal income Consume r r credit] oe stz atistics* 


| 
} act. 

Total | Invest 

| ments 


Farra 
| income 
i 


| Labour | 
income 
$ billion ; seasonally 

oe d annual rates 

72-6 

9.7 | 

5 
| 


Instal- 
ment 


Total Loans 


$ billion ; ‘ 
_end of e riod 


4 $billion; 
e nd of period 
4-50 
18-68 


284- 21-81 


21-49 
21-59 
21°81 


s*e 


(‘) Third quarter. (*) Figures from January, 1954, have been revised on th 
{(*} Annual figures are totals for the fiscal year ended June 30th. 


Import «|e Export at | 


Non-durable goods 


’ c hemicals 


| 
| 


Imports for US consumption 


| 


e basis of a new sample. 


External prices 


of 
trade 


43 | 


| 


AND MANPOWER 


Building 


New con- 


ad justed 


$ million 


683 
2,720 
2,904 
2,841 
2,900 
2,900 
2,911 


Cae Semi- 
] materials manuf’ ree 


§ million 


41 
214 


212 
200 


“Terms | 


Exports of US 
merchandise 


(*) End of period. 


Average 
@arhing 
manutact 


At 
current 
prices 


Stock 
prices 
Com: 


posite 
index 


1948= -100 te 


Civilian employny 


Total 

labour | 
} 
*. 


Total 
employ- 


force ment 


thous. ands 


} 
55,230 | 45,750 
61,293 


62,966 | | 
61,929 | 


62,242 
61,925 | 
60,764 | 


59,753 | 


62,614 


Volume of trade 


bE xports 


1936 38 
94 
151 | 
162 | 
145 | 


Ww) 


113 
250 


Bond yields 


3-month | Taxable 
Treasury | Govt. 
bills bonds b 


wate 
1a 


is 


Co 


Per cent per annur: 
Si 


(4 All comme 
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+ UZ million) 
& the week ended February 20th, there | : , 3 | \ 
F " howetine” deficit. fafter allowing| CREDIT continued in keen demand in 
a above-line deficit (after allowing | L : } 1953 1954 
, Funds) of £37,898,000 compared | ombard Street in the week covered by 
irplus of £58,597,000 in the previous| the Bank Return. Market supplies were | Feb. 25.| Feb. 17 | Feb. 24 
| a deficit of £13,328,000 in the} adequate only on Thursday before the | 
ding period of last year bringing the | week-end ; throughout the rest of the | sssue Department® : 
tive su rplus to f 172,961 ,000) week the authorities made special pur- | = tes in on nee geese —. —— wat 
1 : : Ko rT. a . wield ; 4 : Notes m banking dept.... 22° : oe" 
000 in ee pel expe eee chases of bills, nearly all of them indirectly | Govt. debt and securities* 1,496-8 | 1,571-8 | 1,571-8 
absorbe £5, ,000 ~=which — . | Other securities . ci Q- 0- 
ee ee hee through the banks. On Friday the official Gold coin and bullion... | 29 2-9) 29 
the total cumulative deficit § to help was given.i at on b 2 totes 
OOO (4 348,234,000 in 1952-53). 3 . P s8 ju as a number oO Ouse Banking Department 
4 were about to seek relief at the penal rate; Depasits ; ay 3-3 |. 20-9 
cieaenmmta ; . : ublic accounts.......... . P ” 
4 nord 1, | Agee 2.1 Week | Woon and on Monday it reached considerable | ‘Tressary spaeiel accvent.. 44-6 4-7 4-7 
4 Esti 1952'| 1953 | to | to proportions. Throughout the week April | Bapkers.......+.--+-+++- eS eae —s 
o | 1953.64 Feb. 2) Feb 20 1 Py and early May maturities changed hands | Total........ccccceccees 415-8 363-1 |. 365-5 
+ 6 : ’ : LOr. Securities } 
1965 | 1964 | 1955 | 1984 | at 283 per cent. Steen is. ¥stce 377-2 | 317-7 | 323-3 
—— —_ ; ‘ | Discounts and advances .. 7-1 10-3 | 14-0 
- At last week’s Treasury bill tender the | Oihe............. 12:7 21-3 16-8 
Revenue es Loin ; | Total SF oaurs ened 397-0 349-3 354-1 
Ly 7 1782,250] 1485,435, 148],274 72,718 58,489 market maintained its bid at £99 9s. 8d. Seubion dupurtanunh Genmroe. 37-3 32-2 29-9 
an St ee Verde iat st ten Paee| for the second week in succession. The % %, % 
Es 160,000} 134,150, 145,54 aaa ee ‘ : . poem * Prosertion diss desncee 8-9 8-8 8-1 
3 2.000] 44.350 sea ee offer had been raised by £10 million to 
3 PT 214,000) 348,100 70,40Q, 2,500 000 ~ . ‘ ‘ pagaene 
: ; 99'500] 1.250, $875q 250 1700} £240 million, but as applications rose by * Government debt is £11,015,100, capital £14,553,000. 
e 5 11; a co a P |. Fiduciary issue reduced from {1,600 million to £1,575 million 
: ant tak Sak ‘i £29 million to a record level of £398.9 [5 January 27. 1954. 
‘a | million, the market’s allotment fell from | 
5 ‘ iiealadeia lini pi cestir es } 
3 ».. 2435.750| 2124,585 2015,744] 84.968 70,539| 58 to 45 per cent. At yesterday’s tender TREASURY BILLS 
f ij ae ann iat ios ain wae 4h) the offer was again raised by £10 million, | 
‘s 04 0 925,72 9.651120 297 18,565 | a 7 : ee i 
ES .. 680,481 687,233) 680,600)15,970 15,070; to £250 million ; apparent maturities next Amount ({ million) Averag« Allotted 
S —__—|-— a “Wy os : | Date o Rat at 
rs week will rise correspondingly, so that the Date of cae Mi. 
e f £15 Tender Applied _ of lax. 
‘ 1724.780] 1612,482, 1620,251) 34,267 33.635! excess of new bills will remain at £10 | ee ee ea ere ie 
e 0 69,000 66,572 2,1€ | : million. 
, 685 ; 9 605) 2.4 | é 1953 
7 es 16,000] 11,900 13 5d} Phe Bank return shows a further out- | Feb 20 | 230-0 | 321-7 | 230-0] 48 7-90 56 
) 25 000 22.282 35,018 Oe 4 ~ e ~ “4° . . i ' 
ant =| ~ Sr onol. SF asl: los ss 16 1882| flow of notes of £2.3 million; this brings | 4, 46! 230-0 | 367-7 | 230-0} 41 11-57 q 51 
; a ~| the outflow since the end-January low » 23) 240-0 | 353-2 | 240-0 | 41 11-67 55 
1.9 fame Total 4368,215! 3935,454 3871,87711 19859 108456 : - Se J : y | ™ 30) 240-0 | 385-9 | 240-0] 41 11-37 45 
a lie awe — point to £12.7 million, against {15.8 | 
me Ord. Ex t : : : : i 20- 392 220-0 41 10-62 4 
0. ME Dent ner) eis.c00) takers 44,063! 52,773| Million in the corresponding four weeks a S| 2s | Gee) ceel @ mayo 
3 ia | of 1953. Government securities rose by | = 20 | 230-0 | 374-5 | 230-0} 41 10-92 | 43 
4-9 48,000] 36,450 w * sone ates : " 27 | 240-0 | 368-4 | 240-0} 41 11-45 50 
‘ 10,000} 9,966 254 43! £§.6 million, but other securities held in | 
bes 586,286 | 3171,257 570 93,102 : . - ’ ere C 50: 374-0 )-O “72 § 
— @ 66,286) 5171,257 88,570 95,102) the banking department fell fractionally |De- ,%| 250°0 | xe.5 | aop-0 2 oa . 
B Tote 4259 286 | 3746,144 32887 145924| on balance. Bankers’ deposits rose by £3 » 18) 250-0 | 308-4 | 250-0 a3 0-63 is 
; oan: r cay: 24. | 250-0 | 338-9 | 250-0 2 7 
ad " 300| 430) million to £284 million. 
_s | 50 | 516 250°0 |} 42 8-2 73 
‘ . : an 250-0 | 5°© ' °29 i 
“Adove-line” Surplus or| 4 + eis | LONDON MONEY RATES e 8} 230-0 | 319-3 | 230-0] 42 7-90 64 
s 220-0 | 335-5 | 210-0 | 42 7-72 51 
Oeil a Wed’ ixpeny Ot] 1700) 13,280) 37,208 . seal :  33| 210-0 | 43-8 | 210-0] 41 u1-78 | 58 
SB diture.. ..++-) 508,362) 359,894 9,286] 8,893 | a eee | Bont Brak eek " 29 | 220-0 | 82-0 | 220-0] 41 11-06 | 36 
She ‘ Smonths 2% ; | 990- 86-4 220-0 41 3-68 49 
=. “a -— | - | Deposit rates (max) 4 ths 24-2 Feb 5 | 220-0 8b : a 
”) Total Surol ' ; | 46.791 | het } months : =28 . 12] 230-0 369-9 230-0 4] 4-0 58 
5 urplus of Deficit. . 348,234 186,933 22,614) 46,791 sents putas one i 6months 2}-23 " 39! 240-0 | 398-9 | 240-0 41 356 | 45 
13 from = | , on ey Money—Day-to-day. 13-2) | Fine trade bills 
4 VO CE SRER TES » 74,959, 32,844) 16 a 6,278 Short periods..... 1}-2} Smonths 3}-4} *On February 19tb tenders for 91 day bills at £99 9s. 8d. 
" CTUMICALES «2... 13,400 15,500 208 A ‘ - 6 4months 3}-4$ | secured about 45 per cent of the sum applied for: bigher 
OEE vs avennses ~ 48,785|— 34, a o\— 252 | Treas. bills —_ oe | 6 months 4 -4$ | tenders were allotted in full. The offering yesterday was for 
a” 3 months s | @ maximum amount of £250 million. 
45 
46 FLOATING DEBT 
—-- oe LONDON CLOSING EXCHANGE RATES 
Treasury Bills Ways and meadine 
—" re Advances Totat Official ae 
| Floating Rates Market Rates : Spot 
Tender 1 7, Public | Bank of| Debt ’ sacessialieipinsinasieniagltend giagiveipssiat . en 
meer} "@P_ 1 Depts. | England | | Feb. 24 Feb. 18 Feb. 19 Feb. 20 Feb. 22 Feb. 23 Feb. 24 
_— ——— em 
j Sti ..|  2°78-2-82 2-81 &-2-81 2-814 -2-81 4% 2-814 -2-81% 2-81g-2-81}  2-81g-2-814 2 819-2-814 
: P ; BYP sone Seog cet a A211 2-11-2714 2-71-2718, 2-71b-2-71F | 2-714-2-71p | 2-71g-2-7g 
wate eres A ee oe goon ec Seems, Cas | 972-65-987-35 | 9818-981 | 9819-982 | 981-982 | 9819-981 | 981]-962 9815-9825 
i ° | Swite Fr. .. «ccs. 12-15 4 -12- 334412 208-12- 208 12- 203-12 208 12- 203-12- 20§,12-20§-12-20§| 12-20-12- 20}'12- 20}-12- 205 
bond y | See Ts = ei | Belgian Fr. ......| 138°95-141-05 [139-70-139- 80 139-70-139- 80 139-70-180- 80.139- 75-13. 985 139-75-139-85 139-70-139- 80 
/ oom Te 254-0 | | 487°) | Dutch Gide .....| 10-56-10-72 _ f10-614-10-624 10-613-10- 628 10-624-10-628/10-624-10-624 10-624-10-624 10-624-10 624 
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THE ECONOMIST, FEBRUARY 27, 


THE IMPERIAL TOBACCO COMPANY 
(OF GREAT BRITAIN AND IRELAND), LIMITED 


ANNUAL REPORT AND ACCOUNTS 


The fifty-second annual general meeting 
of The Imperial Tobacco Company (of 
Great Britain and Ireland), Limited, will be 
held on March 23rd in Bristol. 


The following is thé statement by the 
chairman, Sir Robert Sinclair, KCB, KBE, 
which has been circulated to stockholders 
with the report and accounts for the year 
ended October 31, 1953: 

I will first refer to that paragraph in the 
report which under the heading of Director- 
ate records two changes in our board—the 
resignation of Mr H. S. Burn and the 
appointment of Mr P. G. Cardew. 


Before joining the company in 1925 Mr 
Burn had had a wide experience in mechani- 
cal and civil engineering, and I would like to 
pay a warm tribute to the great contribution 
which his technical knowledge, ability, and 
energy made to the improvement of our 
buildings and plant during the 23 years he 
served as our chief engineer. He has, more- 
over, been a most valuable member of our 
board since 1938. It is a matter of regret 
to us all that the time for his retirement from 
the board has come. 


Mr Cardew has for some years past been 
concerned with the management of our large 
printing and box-making subsidiary, Mardon, 
Son and Hall, Limited, and two years ago 
became its chairman: his ability and his 
experience of that side of the group’s opera- 
tions will be of great advantage to our board. 


The outstanding features of the accounts 
may, I think, be briefly summarised as 
follows. The trading profit of the parent 
company is virtually unchanged from last 
year; income from dividends and invest- 
ments is slightly more; and owing mainly 
to the reduced provision for taxation the net 
profit after taxation shows an increase of 
£395,000. The consolidated trading profit 
shows an increase of £774,000, and the con- 
solidated net profit after taxation an increase 
of £893,000. The parent company’s stock- 
in-trade is up by £3,682,000; that of the 
group by rather less. Apart from the amount 
for future income tax and the small balance 
carried forward in profit and loss account, 
the addition to the reserves of the group 
out of this year’s profits amounts to 
£3,260,000, which includes £2,796,000 for 
the parent company. With the final ordinary 
dividend now proposed, the distribution to 
stockholders before tax will be maintained at 
the same level as last year. 

I would now like to elaborate on some of 
these points. 


TRADING PROFIT 


As I suggested a year ago might be the 
case, the parent company has maintained its 
trading profit. No one, I think, would dis- 
pute that the tobacco trade, beset as it has 
been by an inordinately high rate of duty, 
by considerable increases in costs, and by 
recurrent scarcity of leaf supplies, has had 
its fair share of trading difficulties in these 
postwar years—some would say more than 
its fair share. The year under review saw no 
real lessening of those difficulties ; and in 
all the circumstances the trading results now 
before you may be considered satisfactory. 


The volume of our cigarette and tobacco 
trade was well maintained throughout the 
year. Indeed, the demand for some of our 
leading brands continued to exceed the 
supplies that we were able to make available 
on the basis of our restricted stocks of 
tobacco. This evidence of the goodwill 
attaching to the company’s products leads 
me to pay tribute to our manufacturing 
branches for their continuous efforts to main- 
tain the quality of their goods at the highest 
possible level while at the same time pursuing 
every means of securing greater efficiency of 
production. 


SUBSIDIARY COMPANIES 


Our principal subsidiary companies are 
engaged in the production of carton and other 
boards, cigarette paper and fine tissues, 
packaging and printing. Although their 
primary function is to supply the require- 
ments of the company’s tobacco and cigarette 
manufacturing branches, they also have an 
extensive and growing trade outside the 
group. Fluctuations in raw material prices 
substantially affected their profits in 1951 and 
1952—in 1951 favourably, in 1952 adversely. 
During the year now under review raw 
material prices in the paper and board indus- 
try were on a more stable basis: in the 
result the subsidiary companies’ trading 
profits—though naturally well below the 1951 
level—show in the aggregate an appreciable 
increase over 1952, and are, in fact,-very close 
to those achieved in 1950. 


Note 3 (b) on the accounts refers to the 
acquisition by a subsidiary company of a 
substantial interest in a printing business 
trading abroad. The subsidiary concerned is 
Mardon, Son and Hall, Limited, and the 
overseas business in which they have acquired 
an interest is that of Lawson and Jones, 
Limited, who have a large and progressive 
printing business in Canada. The consent of 
the Exchange Contro] authorities was ob- 
tained. Having regard to the great potentiali- 
ties for expansion in the Canadian economy, 
this investment should prove a valuable asset 
to the Mardon Company. 


The directors’ report refers to the acquisi- 
tion during the year of the share capital of 
J. and H. Wilson, Limited, of Sheffield. This 
is an old-established business whose brands 
of snuff have for many years past been held 
in high repute. The business will continue to 
operate in Sheffield. 


STOCK-IN-TRADE 


_ The value of the parent company’s stock- 
m-trade shows an increase of £3,682,000. 
Our purchases of leaf tobacco during the year 
slightly exceeded our usings, so that our 
bonded leaf stocks at the end of the year 
stood slightly above the low level to which 
they had fallen a year earlier. Leaf prices 
in most of the world markets unfortunately 
showed a further increase in 1953, and this 
contributed to the rise in stock values. The 
combined effect of these factors would have 
been even greater but for the fact that in the 
more stable conditions that prevailed we re- 
duced our inventories of packing materials 
and stores, and also had rather smaller factory 
stocks of duty paid manufactured tobacco at 
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October 31st last than on the correspond 
date a year earlier. 


I referred a year ago to the fact tha: 
had had to curtail our purchases in Am: 
very substantially because of lack of «: 
and in some of the sterling area coun 
because of short crops. The result was thar 
by the middle of 1953 our stocks were \ 
close to the minimum on which we can mi 
tain our trade. Unfortunately, Southern 
Rhodesia, which is the principal sterling arca 
source of flue-cured tobacco, once again 
suffered from unfavourable weather and we 
were not able to buy there as much as w: 
had hoped, but our purchases in America 
were rather greater than the abnormally smal! 
purchase of the previous year. Moreover, 
late in the 1953 season—too late for this to 
be reflected in the accounts before you—. 
were able to buy for sterling, under the pro- 
visions of the USA Mutual Security Act re- 
lating to surplus agricultural commodi'ic 
some further supplies of American tobacco 
This is a very welcome addition to our de- 
pleted stocks, and gives us a slight insur: 
against further crop failures. 


We have, and have had for many years, ou 
own leaf buying organisation and a number 
of redrying plants in the USA and Can 
In these days of dollar shortage, when 
need to secure the best possible value in our 
leaf purchases is in a sense doubly important, 
the high degree of efficiency attained by ' 
organisation is one of our greatest assc! 


The extra purchase of USA tobacco for 
sterling to which I have referred wil! in no 
way affect this country’s purchases of ( 
monwealth tobacco, and assurances to | 
effect have been given to the principal pro- 
ducing countries within the Commonwe2!th. 
A delegation of the Southern Rhode: 
growers recently visited this country for 
cussions with the leading manufacturers on 
their purchasing programme. ‘These discus- 
sions were helpful to both sides, and servec 
to illustrate the value of regular consulta! on 
between manufacturers and the representa 
tives of the growers in the principal prod c- 
ing areas. I am very glad to say that so / 
the prospects for this year’s crops in 
Rhodesias and Nyasaland encourage hop 
that it may be possible to buy larger qua 
ties of suitable tobacco than were obtain 
from the 1953 crops. 


By virtue of our greatly extended |cif 
handling factories and timber estates (9 
Southern Rhodesia and Nyasaland we have 4 
considerable stake in the future of Central 
Africa. It is therefore perhaps not out of 
place for me to say how glad we were to s-< 
the successful establishment of Federation, 
which, under the wise and able leadership ©! 
Sir Godfrey Huggins, will surely make a 20: 
Start in its task of bringing economic stren: 
and stability and steady development to 1 
three Central African territories. 
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CAPITAL AND RESERVES 


I have stated before that unless we coud 
be assured of a long period of lower prices, 
We must aim to transfer from revenue 
reserve probably at least PE million each 

ear to assist in meeting replacement co» 
liability and our considerable needs of financ-. 
There is no sign yet of any recession in the 
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veneral level of prices, and our leaf stocks 


ext year will require still more finance. 
eur directors have therefore transferred to 
neral reserve £2,796,000 out of the parerit 


“ompany’s profits, £733,000 no longer needed 


. a provision for excess profits tax and the 
471.000 over-provided for income tax in last 
ear’s accounts (arising from the subsequent 
eduction of 6d. in the standard rate). The 
mbined addition to the parent company’s 
neral reserve this year is accordingly 
: million. The aggregate addition to the 
oup’s reserves (apart from reserves for 
ture income tax) is approximately 
This is a large sum but about 

quarter of it derives from amounts pro- 
led in past years for taxation, and I have 

doubt of the wisdom of making this 
ovision, 


The balance sheet discloses an increase in 
short-term indebtedness, the parent com- 
iy’s bank overdraft being nearly 
million higher than at October 31, 1952. 
the latter date, however, our borrowings 
- reduced because of the relatively small 
purchases that we were able to make in 
’, and the increase at October 31, 1953, 
more than accounted for by the fact that 
were able during the year slightly to 
then our stock position. From what I 
said earlier about stock-in-trade you 
see that there may well be a further 
ease in our borrowings during the current 
The financing of the operations of a 
npany such as ours—with a turnover close 
(600 million a year—is in present condi- 
s of taxation a considerable problem ; and 
the term “ present conditions of taxa- 
’ to cover the tobacco duty, income tax 
profits tax. I will refer later to the 
‘tion of tobacco duty. As regards income 
we in common with other industrial con- 
s were thankful for the limited relief that 
» Chancellor of the Exchequer felt able to 
e in his last budget. Even with this relief, 
vever, our charge for United Kingdom in- 
ie tax and profits tax amounts to 
12,750,000. And it is still the case that 
Brush industry is severely handicapped in 
€ maintenance and improvement of its 
ets by the great burden of national taxa- 
1. Yet it is upon those assets—the factories 
shipyards and mills and all the stocks 
raw and finished materials they require— 
hat the prosperity of the country and the 
nployment of the people largely depend. 
This simple truth bears constant repetition 
only because of the apparently widespread 
clief that industry can continue indefinitely 
provide these enormous sums in taxation 
vithout any ill effects on our national 
conomy. There is perhaps a wider recogni- 
tion today that if this country is to survive 
a great industrial power we have both to 
ncrease Our productivity and to keep our 
sts down. It is less well understood that 
ne greatest single contribution that could 
¢ made to the attainment of these objectives 
iid be through a further reduction in the 
esent burden of taxation. 


DIVIDENDS AND THEIR REAL VALUE 


is true of this company, as of many 
ners, that it has not yet been able under 
ing taxation to set aside by transfers to 
rve from profits enough to meet the re- 
‘cement cost liability and to finance the 
re expensive stocks required to maintain 
dusiness. It is also true that while there 
recently been some rise in dividend dis- 
ution generally, though not in this com- 
ny, the real value of the total amount of 
vidends distributed is appreciably less than 
was before the war. (There are, no doubt, 
exceptions to this general statement but as a 
eeneral statement it is true.) By real value 
1 simply mean the value as adjusted by the 
‘educed purchasing power of the £. - I will 
not here go into elaborate calculations but 
content myself with saying that the official 
‘sumates of the national income show that 





between 1938 and 1952 gross interest and 
dividends of companies and public corpora- 
tons increased by about 60 per cent, while 
retail prices over the same period increased 


. by about 120 per cent. This means that the 


real value of gross dividends and interest in 
1952 was at least 25 per cent lower than in 
1938. If tax is taken into account the real 
value of net dividends and interest in 1952 
was only about half the 1938 value. The 
aggregate of dividends and interest in 1953 
is not yet known: it was probably higher 
than in 1952 but certainly not to an extent 
that would materially affect the validity of 
the general comparison I have drawn. 


The figures which I quote are of course 
national figures. There must be considerable 
variations between different companies and 
different industries ; in our case, through cir- 
cumstances of which you are well aware, 
restrictions of leaf supplies and a very high 
rate of duty have severely limited our possi- 
bilities for expansion since war began. Our 
gross dividends have been in recent years 
slightly less than they were before the war ; 
after tax they have been appreciably less. 

The picture that I am here endeavouring 
to present to you is that taxation has pre- 
vented many industrial companies from 
making adequate provision from their own 
resources for the higher cost of replacement 
of fixed assets and for the additional finance 
needed to carry more expensive stocks, and 
that in general the value of the dividends dis- 
tributed in tefms of purchasing power is very 
much less than it was before the war. 


If such facts and figures were more widely 
understood—and a recent statement by the 
Chancellor of the Exchequer in the House of 
Commons and the speech of Lord Balfour of 
Burleigh at the annual meeting of Lloyds 
Bank both gave most welcome publicity to 
the point—we should have less complaint of 
so-called high profits and large dividend dis- 
tributions. There are, as I see it, no grounds 
for the suggestion that, looked at in terms of 
encouragement to saving or a reasonable 
return on risk capital, dividends in general 
are too high. 


GIFT TO EMPLOYEES 


As will be seen from the report, the direc- 
tors have again decided to recognise loyal: 
and efficient service by making a gift to 
employees over and above their ordinary 
salary or wage. ‘The conditions of the gift 
are unchanged. It is paid as a percentage 
on total salary or wage received during the 
year ended October 31, 1953. This year the 
rate will again be 13 per cent. The directors 
reserve to themselves a discretion to grant 
or withhold a share in the gift in any case 
that may appear to them to require excep- 
tional treatment. 


A gift of this character has been paid to 
employees for many years now. In some 
years the rate has been higher than in others, 
and of course regard must be had to move- 
ments in wages and salaries and to the com- 
pany’s general prosperity. I have always 
regarded the gift as a mark of special recogni- 
tion of the part that the employges play in 
the whole field of the company’s operations, 
and I believe that it has helped in no small 
measure to strengthen the good relations that 
have existed for so long among all ranks in 
the company’s employ. 


SMOKING AND HEALTH 


Turning now to more general matters—I 
referred in my statement last year to the 
suggestion of a possible relationship between 
smoking and cancer of the lung that had been 
made on the basis of certain statistical en- 
quiries. As many stockholders will have seen 
from the Press, the Minister of Health has 
recently made public a report on this subject 
submitted to him by his Standing Advisory 
Committee. We and other leading tobacco 
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manufacturers felt it mecessary at once to 
issue a statement outlining the position as 
we see it. The main points of the manufac- 
turers’ statement were that a statistical rela- 
tionship, even if established beyond all doubt, 
could not do more than indicate one of the 
lines to be further investigated ; that there 
is no proof that smoking is a cause of this 
disease ; and that there are a number of facts 
which point to a contrary conclusion and 
which cannot be ignored—such facts as that 
the disease occurs among non-smokers ; that 
the proportion of smokers who contract it is 
very small indeed ; and so forth. This is very 
much what I said a year ago. Indeed, 
nothing whatever in the way of proof in this 
matter has emerged during the past year. 


This leads me to the question of research. 
The company will of course maintain its own 
chemical research into the constituents of 
tobacco and tobacco smoke; we shall con- 
tinue to keep in the closest touch with all 
investigations and developments in _ this 
country and elsewhere; and, as we have 
always done, we shall do everything possible 
to maintain the purity and quality of our 
products. But tobacco manufacturers cannot 
themselves undertake medical research. The 
essential thing is that medical science should 
discover as soon as possible the true cause or 
causes of lung cancer. We knew of course 
that medical authorities have been studying 
various factors that might possibly contribute 
to the development of the disease, and 
towards the end of last year the leading 
tobacco manufacturers came to the conclusion 
that it was in the best interests of their com- 
panies and their stockholders as well as of 
the public that they should help in hastening 
medical research into this particular problem. 
We therefore jointly decided to establish a 
fund of £250,000 in aid of research into the 
cause of lung cancer, and to put that fund 
at the disposal of an impartial body such as 
the Medical Research Council to be used in 
whatever ways seemed to them to be best for 
the purpose. 


I recognise the public concern that may 
have been caused by some of the recent 
statements. I also recognise our responsi- 
bility. It is with full regard to that respon- 
sibility that I feel bound firstly to emphasise 
that there is no proof that smoking is a 
cause of lung cancer, and secondly to say 
that in relation to the present state of scien- 
tific knowledge there has been much 
exaggerated comment about this matter— 
comment that has appeared to ignore the very 
important reservations contained in the 
official statements, 


DISTRIBUTION 


Before I conclude this review I should like 
to refer to some of the problems of distribu- 
tion that have fallen to our lot in recent years. 
During virtually the whole of the postwar 
period we have been in the position—because 
of restricted leaf supplies—of not being able 
fully to meet the public demand for some of 
our most popular brands. This has meant 
that we have had to maintain a system of 
rationing supplies of these brands to our 
trade customers throughout the country. You 
may imagine what an immense task this has 
been, and how thankless it must often seem. 
In the conditions that I have described, and 
in spite of all the efforts we may make, some 
degree of maldistribution is unavoidable ; and 
this accounts for the fact that supplies of our 
brands may at times be harder to come 
by in some localities than in others. Our 
branches have taken an infinity of pains to 
try to distribute their available supplies as 
fairly as possible in the light of population 
changes and other factors, but so long as the 
present situation holds they cannot hope to 
satisfy all the many appeals for additional 
supplies that are made to them. We do, of 
course, get our quota of grumbles, but I am 
sure that the great majority of distributors 
—and I hope that this is true also of the 
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many millions of consumers of our products 
—understand our difficulties and recognise 
that we have done our utmost to deal fairly 
with these problems. 


THE OUTLOOK 


There are three main factors to consider 
—+the availability of leaf tobacco supplies, the 
trend of costs, and the demand for our 
products. 


As regards leaf tobacco supplies, with the 
imited but very welcome improvement in 
he country’s gold and dollar reserves it does 
ot seem unreasonable to anticipate that we 
can purchase at least a year’s requirements 
of dollar tobacco at the 1954 crop auctions. 
Similarly, we hope that the crops in Central 
Africa and the other sterling area sources 
will be such that we can make an adequate 
purchase this year. I have, therefore, some 
reasons to think that in a year’s time our leaf 
stock position may be a little better than it 
has recently been. 


I 
t 
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The picture as regards costs is less en- 
couraging. The cost of leaf tobacco, as 
already indicated, has risen further, and so 
have wages and various other charges. We 
shall do our best to offset these extra costs 
by progressive improvements in manufac- 
turing efficiency, and we shall certainly not 
have recourse to any increase in price to the 
public unless and until this is absolutely 
imperative. 


Demand for the company’s brands, as I 
have said, has been well maintained. Their 
reputation today, I believe, stands as high 
1s ever, and we shall continue to do every- 
thing in our power to maintain it. 

Taking a broad view of all these factors, I 
would hope that the current year’s trading 
will show results not very different from 
those now before you, although we cannot 
expect an increase in profits and we cannot 
count this year on any advantage by way of 
previous tax provisions no longer required. 
I wish that I could encourage hopes of a sub- 
stantial expansion in our business, but it 
would not be realistic to do so while the 
present rate of Tobacco Duty drags so 
heavily on the industry. I make no apology 
for again stressing that if the rate of duty 
is maintained much longer at its present level 
it must inevitably bring about a contraction 
of consumption with consequently diminish- 
ing returns to the revenue. Consumption of 
tobacco and cigarettes in this country, as I 
emphasised in my statement last year, is by 
no means high compared with the level of 
consumption in various other countries. But 
if the present rate of consumption is to be 
maintained the duty will have to come down ; 
and it will, in my judgment, be to the 
interests not only of the trade but of the 
national economy also if a first step in that 
direction is taken at the earliest practicable 
time, 





GOLD COAST MAIN 
REEF, LIMITED 


The twentieth annual general meeting of 
Gold Coast Main Reef, Limited, was held 
on February 24th in London. 


Major General W. W. Richards, CB, CBE, 
MC, chairman of the company, presided, and 
the following is an extract from his statement 
circulated with the report and accounts: 


The profit for the year ended June 30, 1953, 
was £81,622. Dividends aggregating 74 per 
cent were distributed for the year and an 
interim payment of 5 per cent has been made 
in respect of the year ending June 30, 1954. 

Fuil details of the year’s operations are 
contained in the reports from our general 
manager, Mr Frank Clelland, and our con- 


sulting engineers, the West African Gold 
Corporation, Limited. 
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The ore reserves at June 30, 1953 (includ- 
ing ore in pillars), were computed at 398,918 
tons, averaging 8.64 dwts per ton over a width 
of 66.4 inches. Ore added to reserve during 
the year was less by 6,152 tons than the total 
extracted. 


Taxation bears very heavily on our com- 
pany. Profits tax and income tax for the year 
absorbed no less than £45,002. 


While looking forward with confidence to 
a continuance of profitable operations for 
many years to come, we are by no means 
complacent ; and measures have been planned 
with a view to increasing the productivity of 
the mine so soon as the present underground 
development programme matures. 


The report and accounts were adopted. 


The chairman announced that the second 
interim dividend for the current year and 
a first interim dividend in respect of the next 
year would be declared in the autumn. 


SUN LIFE ASSURANCE 
SOCIETY 


RECORD PREMIUM INCOME 


MR C. G. RANDOLPH’S STATEMENT 


The annual general meeting of the Sun 
Life Assurance Society will be held at 63 
Threadneedle Street, London, E.C.2, on 
Tuesday, March 23, 1954. Mr C. G. 
Randolph, chairman of the Society, has issued 
a statement to shareholders, which in outline 
is as follows : 


FUNDS, INCOME AND OUTGO 


During the year the total funds of the 
Society increased by £6,835,000 and now 
stand at £95,974,000, of which the Life 
Assurance Fund accounted for £83,437,000. 
The life premium income was {12,476,000 
and exceeded by more than £750,000 the 
record figure achieved in 1952. 


The gross interest income of the Life 
Assurance Fund was £3,464,000, represent- 
ing a gross rate of £4 8s, 3d. per cent, which 
is an increase of 3s. 7d. per cent above that 
for the prévious year and the highest gross 
rate obtained on this fund since 1940. 


The mortality experience continues to be 
favourable, and notwithstanding the rapid 
growth of the business, the claims by death 
at £2,270,000 were only slightly more than 
in the previous year and were actually less 
than the total for 1951. 


NEW BUSINESS 


The life assurance new business secured 
during the year consisted of 25,983 policies 
and sums assured of £39,077,000, all of which 
was obtained from our connections in the 
United Kingdom. This large total once 
again illustrates the important part played 
by life assprance as a vehicle for national 
savings. 


Our rates of premium for new assurances 
have been reduced several times since the war 
to give effect to improving mortality experi- 
ence and to the higher yields obtainable on 
new investments.. I am glad to be able to 
inform you that the directors have been able 
to announce further reductions in recent weeks 
in the rates for whole life and endowment 
assurances without participation in profits and 
these are a reflection of the Society’s en- 
deavour to remain highly competitive. Also, 
substantial reductions have been made in the 
rates for policies to cover building society 
mortgages ; these policies provide that if the 
death of the borrower should occur during 
the currency of the mortgage, a sum assured 


THE ECONOMIST, FEBRUARY 27, |554 


sufficient to repay the outstanding balance 
shall be payable. 


HOUSE PURCHASE 


The Society has for many years regarded 
house purchase loans as a highly satisfactory 
outlet for part of its rapidly growing funds 
and has by this means, we believe, contributed 
towards solving the housing problem. Our 
house purchase scheme ensures the auto. 
matic repayment of the loan in the even: of 
the death of the borrower and attractive 
terms are offered. 


PENSION SCHEMES 


We have again been very successful in 
arranging pension schemes, of both the en- 
dowment assurance and the group pension 
types, for companies of various sizes and in 
many branches of industry. Our specialised 
staff with the experience which has been 
accumulated over many years is able to give 
clients the best possible advice and service 
and to ensure that the schemes are drawn up 
in such a manner as will enable the tax 
advantages allowable to be secured. 


GENEROUS TERMS OF SELECTION 


It is over 50 years since the Society intro- 
duced the system of life assurance without 
medical examination, and we are able to offer 
assurances under this plan at the ordinary 
rates of premium and on the same terms as 
for assurances with medical examination, so 
that completion of business can be effected 
with the least inconvenience to the public 
and with freedom from irritating delays. 


The Society has a reputation, which we 
believe to be well deserved, for offering 
generous terms for assurances on the lives of 
persons who are under average from the 
medical standpoint. This factor has for long 
been of particular importance to individual 
proposers for life assurance ; it is the more 
so today to employers who wish to arrange 
pension schemes and who are naturally con- 
cerned to ensure that so far as possible all 
members of their staff who join the scheme 
shall have the benefit of the life assurance 
cover. 


BONUS RATES 


It is hardly necessary to point out that the 
improvement in the rate of interest earned on 
the funds, the continued favourable mortality 
experience and the reduction in the expense 
ratio have a most important bearing on the 
profit-earning capacity of the Society. These 
encouraging features have made it possible to 
increase substantially the rates of interim 
bonus in respect of “with profit” policies 
becoming claims by death or maturity, or 
ee by surrender, after December 31st 

st. 


INVESTMENTS 


I am glad to be able to state that the 
market value of our stock exchange invest- 
ments as at December 31st last substantially 
exceeded their balance-sheet value, after 
allowing for the investment reserve fund. 
The principal increases in the assets set forth 
in the balance sheet are £2 million in mor'- 
gages, mainly due to house purchase loans 
less repayments, £2 million in British 
Government guaranteed securities, £2! 
million in debentures and £1 million i 
ordinary shares. 


TRIBUTE TO STAFF 


The figures that are presented really spea‘ 
for themselves, but I should like to pay 
tribute once again to your staff, who, from 
the general manager downwards, are indeed 
to be congratulated and thanked for their 
loyalty and service to your Society during the 
last year. 
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CO-OPERATIVE PERMANENT 
BUILDING SOCIETY 


The seventieth annual general meeting of 
he Co-operative Permanent Building Society 
held on February 20th at the Conway 
|, London. 
[he President, Mr Harry L. Score, in the 
urse of his address, said : 


IMPROVEMENT IN SAVINGS 


In the course of my address 12 months 
o I ventured to suggest that the people of 
Britain were not quite so thriftless as was 
ometimes made out, and that there was 
dence of substantial saving, as well as 
idence that the net increase in savings 
ould grow in volume. In the intervening 
itths events and opinions have confirmed 
tt view. Economists and financial writers 
ive discerned a slight overall improvement 
the savings position ; the National Savings 
Movement has fared somewhat better and 
ees grounds for greater confidence in the 
tuation; and certainly building — societies 
ve received more savings and investments 
in 1952, whilst at the same time with- 
wals have remained remarkably stable. 
our own case share subscriptions exceeded 
19 million, and our share balances increased 
£13 million to stand at more than 
70 million at the close of the year. 
There was a fall in’ deposit balances of 
£1,760,000. 


The increased flow of savings to the 
society, coupled with the regular repayment 
of mortgages, made it possible for us to 
indertake a large programme of home 
financing. Mortgage advances exceeded 
£19 million, and I am happy to assure you 
that from the security point of view no un- 
due risks were taken, nor was any intending 
borrower encouraged to take on commit- 
ments beyond his means. Such was the 
demand for loans that had the funds been 
available the society could safely have made 
advances of a very much larger amount. It 
will be seen from the accounts that of the 
loans made over 14,000 were for amounts 
not exceeding £2,000. The overall average 
of all mortgage advances made was little 
more than £1,200, and bearing in mind 
present-day house property prices these 
figures indicate how well spread and how 
httle is the risk. 


INCREASED TURNOVER AND 
MEMBERSHIP 


Members will observe that on Decem- 
ber 3lst investments in British Government 
and Municipal securities, all of which are 
repayable at fixed dates, possessed a market 
value of £239,000 in excess of the book value. 
The total revenue for the year was £3,596,000. 
The sum of £639,000 was absorbed by 
management expenses, £199,000 by interest 
on deposits and loans, and £930,000 by 
income tax and profits tax. The balance 
carried down, together with the amount 
brought forward and the profit on invest- 
ments realised, amounts to £1,858,000. After 
crediting interest to shareholders at the rate 
of 2} per cent per annum, there remains 
£340,000, of which £95,000 has been appro- 
priated to the general reserve (Account No. 7), 
which brings this reserve to more than 
£3 million. £59,000 is appropriated to the 
mortgage reserve account, and the sum of 
4,185,000 is carried forward—an increase of 
£50,000 over the amount brought forward 
from last year. As will be seep from the 
Summarised figures in the balance sheet, the 
three reserve accounts, together with the 





A YEAR OF GREAT PROGRESS 


balance carried forward, now amount to 
£,3,400,000. The total assets, at £86,674,000, 
show an increase of nearly £12 million on the 
year. It is perhaps worth noting that the 
total funds of the society have doubled since 
1946. It is also gratifying to observe that 
since that date our membership has increased 
considerably, the number having risen from 
184,000 to 294,000. 


TIME FOR SUBSTANTIAL REDUCTION 
IN SUBSIDIES 


_ In the first place, every penny that goes 
into building societies for use in financing 
house purchase is relieving the Government 
of the necessity of providing capital monies 
for local authorities to build houses for let- 
tung or to make loans to purchasers under 
the Small Dwellings Acquisition Acts. It is 
therefore not surprising that the chairman of 
the National Savings Committee, Lord 
Mackintosh of Halifax, should have said 
recently that he did not regret withdrawals 
of national savings which were reinvested in 
building societies to enable someone to put 


down the deposit to enable them to buy their 
own house. 


Not only does an increase in the number 
of houses built for owner-occupation reduce 
the Government’s capital commitments, but, 
as is by now well known, there is also a con- 
siderable economy in housing subsidies. It 
is not always appreciated, however, just how 
big those subsidies can be, especially in our 
large cities. The subsidy of a single dwelling 
house is now £35 12s. per annum for 60 
years, but where flats are built on expensive 
sites the annual grant is considerably more. 
Where, as happens in the London region, 
flats are erected on land valued at about 
£10,000 per acre, the annual subsidy amounts 
to £96 19s. per annum for each flat and on 
more expensive sites the subsidies may 
amount to as much as £120 7s, per annum. 
If I can put it another way, it is that a flat 
in a block with lifts, on land at £10,000 an 
acre, draws a subsidy equal to a capital value 
of £2,094. 


Altogether some 250,000 houses and flats 
were built by local authorities during 1953. 
In respect of each of these dwellings the tax- 
payer and the ratepayer were committed to at 
least £35 a year for each of the next 60 
years. For whose benefit are these sums 
applied ? The truth is that they are applied 
indiscriminately, and irrespective of financial 
need, to those to whom local authority dwell- 
ings are allotted. When slum clearance and 
overcrowding were being tackled prior to 
1939 subsidies were confined to the replace- 
ment housing of people who could not 
afford to pay economic rents. There was 
general acceptance of that position. It was 
considered just that the man earning £1,000 
a year should make some contribution 
through taxation and rating towards the hous- 
ing of the lower-paid weekly wage earner. 
We have now reached the curious position 
(which no political party can _ seriously 
“defend) where the lower-paid weekly wage 
earner is not infrequently helping (through 
rate charges and indirect taxation) to pay the 
rent of someone receiving £1,000, £1,500 or, 
in isolated cases, as much as £3,000 per 


annum. Strong feeling is being expressed 
in particular about the increasing rates 
burden. 


In 1938 the number of houses ranking for 
subsidies was less than 100,000 per annum. 
The time has now come to face this problem 


of costs far more resolutely than has been 
done up to now. The solution is to encour- 
age home-ownership to a point where at least 
200,000 houses per annum are being built 
for owner-occupiers. 


NEED FOR LOW DEPOSITS 


It is encouraging to learn that efforts are 
now being made by the government to 
stimulate more home-ownership, and to 
make it possible, by guarantees, for building 
societies to lend larger proportions and thus 
enable people with small amounts of capital 
to buy their houses. 


It is perhaps not generally appreciated that 
one of the many changes which have resulted 
from full employment is that people are 
marrying much earlier than they did prior to 
1939. In 1938 the number of men in 
England and Wales marrying between the 
ages of 21 and 24 was 106,000. The number 
of those marrying between the ages of 25 
and 29 was 138,000. Today, these numbers 
are almost reversed, 131,000 marrying 
between 21 and 24 in 195}, and 102,000 
between the ages of 25 and 29. The number 
of women marrying under 21 was 59,000 in 
1938, and had risen to the very high figure 
of 92,000 by 1951. These figures clearly 
denote the change. They are significant from 
the point of view of encouraging home- 
ownership, because although regular employ- 
ment (and therefore regular wages) encour- 
ages marriage at an earlier date, young 
couples have less time in which to save the 
capital necessary both to furnish a home and 
to put down the deposit needed. Neverthe- 
less, there was probably never a time when 
young people could be encouraged with 
greater confidence to buy their homes than 
today. If this were not so, social security 
would be meaningless. Building societies 
have been pleasantly surprised in the post- 
war years by the number of people who 
have been able to put down deposits for 
house purchase of amounts varying between 
10 per cent and 25 per cent of a present-day 
purchase price, and as I have already said 
earlier in my address there is no lack of 
applicants coming forward at the present 
time. But we must endeavour to keep the 
situation in perspective. In 1953, according 
to the Ministry figures, some 60,000 houses 
were built for sale. I am suggesting that 
roughly four times that number should be 
sold each ‘year. That means that smaller 
deposits must be required and a scheme to 
enable loans of up to 95 per cent to be made 
will be welcomed by this and many other 
societies. 


MR CHARLES RUNCORN’S SPEECH 


In seconding the president’s resolution, 
Mr Charles Runcorn said: 


Twenty years ago the assets of the society 
were approximately £17 million. Today they 
are {£87 million, an increase of £70 million. 
In other words, a five-fold expansion since 
February 13, 1934. 

The reserves 20 years ago totalled £501,000. 
Today they amount to more than £3,400,000. 
Thus in spite of high taxation during the 
past 12 years or more, the reserves are almost 
seven times greater than they were. 


I feel sure you will all agree that the 
comparative figures are both remarkable 
and impressive and indicate the extra- 
ordinary progress and development of the 
Society. 


The report and accounts were adopted. 
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INDIA RUBBER GUTTA 
PERCHA AND TELEGRAPH 
WORKS 


CURRENT TRADING IMPROVEMENT 


The twentieth annual general meeting of 
The India Rubber Gutta Percha and Tele- 
graph Works Company, Limited, will be 
held on March 18th in London. 


The following is an extract from the circu- 
lated statement of the chairman, Sir Eric C. 
Mieville, GCIE, KCVO, CSI, CMG: 

In my statement last year, I indicated that 
the then prevailing adverse business condi- 
tions in both the domestic and overseas 
markets were likely to result in a contraction 
of our turnover and, consequently, less 
favourable profits in the current year’s 
trading. Such has proved to be the case. 
The contraction, which resulted from pro- 
gressive reductions in the selling prices of 
many of our products following the fall in 
the cost of our basic raw materials, together 
with a decrease in volume demand, continued 
throughout most of the year. The reces- 
sion in trade, which was felt in many indus- 
tries, has at the moment been halted 
ind there is now increased demand for 
your company’s products. Wage rates in 
our industry have, however, recently 
been increased, and labour costs are 
a large factor in some of our more 
specialised lines. 

The profits of the year were adversely 
ffected not only by the lower turnover, but 
by very keen competition, particularly in the 
export field. This can be met only by pro- 
ducing goods of the highest quality at the 
lowest possible cost, and our activities are 
constantly directed towards achieving this 
objective. 

The profit for the year, before taxation, 
was £216,572, as against £357,019 in 1951-52 
—a fall of 39 per cent. If we recall that the 
profits for the years 1950-51 and 1951-52 
were, Im many ways, exceptional, due to 
inflationary influences, and look at the 
average profits for the years 1945-50, about 
£158,000, the profit of the year under 
review may be regarded as _ reasonably 
satisfactory. 


ALLOCATIONS AND DIVIDENDS 


UK taxation, at £110,771, is not much 
more than half the amount required in the 
previous year. From taxed profits, your 
directors have allocated £50,000 to general 
reserve and £50,000 to the reserve for con- 
tingencies. The dividends proposed are the 
same as last year, namely, the fixed dividend 
of 6 per cent on the preferred ordinary 
shares, plus an additional 2 per cent and the 
fixed dividend of 6 per cent on the ordinary 
shares, plus an additional 3 per cent less 
income tax. A balance of £222,182 remains 
to be carried forward, against £210,241 last 
year. The substantial reserves which have 
been built up over a period of years have 
provided your company with strong financial 
resources, which will be required for the 
modernisation of plant and equipment now 
in hand, 


In regard to the current year, as I have 
indicated, conditions already show some 
improvement. Our sales in the first four 
months are in advance of those of the same 
months of 1952-53, and our order book is at 
present more healthy. The high quality for 
which the wide range of Silvertown and 
Palmer specialised products has for so long 
been justly renowned, continues to be well 
maintained, and the progress towards in- 
creased efficiency and greater productivity, 
for which we are constantly striving, and 
the development of new and improved pro- 
ducts now in hand, encourage us to face the 
future with confidence. 


BRITISH TYRE & 
RUBBER COMPANY 


ENCOURAGING TURNOVER 
IMPROVEMENT 


The thirtieth annual general meeting of 
the British Tyre & Rubber Company, 
Limited, will be held on March 18th at 
Caxton Hall, London, S.W. 


The following is an extract from the state- 
ment by the chairman, Sir Graham Hayman, 
circulated with the report and accounts : 


Last year I referred to the changed circum- 
stances and conditions then current which, 
it was felt, would be likely to affect our turn- 
over and profit margins in 1953 as compared 
with recent years. From the figures it will 
be seen that those views were well founded 
although, as the result of improved turnover 
in the latter months of the financial year, 
the declime in earnings was less substantial 
than anticipated, The improvement in turn- 
over is more encouraging than its effect on 
the present figures, having regard to the pro- 
gressive fall in selling prices which occurred 
throughout the year. 

Accordingly the group profit for the year 
before taxation is £1,485,543, compared with 
£1,907,235 in the previous year, a decrease 
of 22 per cent. Reduced taxation resulting 
from the lower profit and the revised rate 
of income tax now applicable represents 
554 per cent of the total profit against 61 per 
cent last year. The directors have allocated 
£250,000 to general reserve and 
£200,000 to plant replacement and stock 
reserve, bringing both these reserves to {1 
million. Your board consider that the appro- 
priate course is. to maintain the total distribu- 
tion at last year’s level of 224 per cent 
by a final dividend of 15 per cent, less 
income tax. 


The closing months of last year established 
an improved standard of trading, which has 
been maintained in the current year, and 
consequently the present outlook may be 
regarded as rather more favourable than a 
year ago. The continued pressure of present- 
day competition, however, with its insistent 
demand for lower selling prices, not only in 
the home market but in overseas markets to 
an even greater degree, must be emphasised. 
While the current lower cost of our basic 
materials assist towards meeting these condi- 
tions, wage rates in the rubber industry have 
recently been raised again and the need for 
greater output per man-hour accordingly 
becomes more and more essential. 


GROWING DEMAND FOR BTR QUALITY 
PRODUCTS 


Last year your company announced a new 
BTR technical product known as Pluvicor 
and its use in the construction of BTR 
multi-ply fire-resistant conveyor belting 
which had been fully approved by the 
National Coal Board for use underground. 
The National Coal Board is now installing 
belting of this type at an increased rate. 
Pluvicor is also now being employed in the 
manufacture of other BTR products. The 
industrial products division of the group con- 
tinues to make headway and during the year 
the technical sales and service sections of this 
division have been strengthened in step with 
the growing demands of industry for BTR 
quality products. 


In the opinion of your board, the very 
diversity of the wide range of products 
manufactured within the group and the pro- 
gressive graduation of skilled personnel, 
together with the substantial financial re- 
sources shown by the balance sheet, are 
factors which provide solid grounds for 
confidence in the future. 
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BAJOE KIDOEL RUBBI 
AND PRODUCE 
COMPANY, LIMITED 


A FINE ACHIEVEMENT 


The forty-second annual gerieral meetin 


of the Bajoe Kidoel Rubber and Pro a 
Company, Limited, was held on [eh 
ruary 24th in London. 

Sir Eric Miller, the chairman, in the corse 
of his speech, said: We have just rece ved 
remittances totalling £52,435, being the pro- 
-portion of earned profits remittable un Jer 
the present Indonesian Exchange Control 


Regulations. 


The security situation on our East 
estates left much to be desired, yet the ru> 
crop of 2,433,270 lb was the highest 
corded since the estates were acquired in 
1911 ; 146 acres of rubber were planted 5n 
Anim Sand and Trebla Sala estates in areis 
uprooted during the Japanese occupation 


The trades union leaders who have n 
roomed in Indonesia, often with defin 
Communist affiliations, cannot abide cont -n:- 
ment among their members and, to jus'ify 
themselves, stir up many minor dispures 
which occupy much of the managers’ t 

The coffee crop of 318,160 kg was nor up 
to expectations. Theft of ripe berries and 
drought were contributory factors to {his 
shortfall. 


~ 


CELEBES ESTATES 


On our Celebes estates the harvesting of a 
rubber crop of 1,680,906 Ib was a par: 
larly fine achievement. The coffee crop of 
194,190 kg reflects the adverse weather 
ditions experienced after the blosson 
The kapok crop, estimated at over 60 tons 
in its raw form, turned out on manufacture 
to be only just over 38 tons. A modes: 
planting programme was continued, and 
acres were planted with coffee on Balom> 
estate and 77 acres of old coffee on Balan: 
estate were interplanted with rubber. 


The consolidated trading profit of the s 
sidiaries at Rp.5,196,000 is not far shor 
the 1951-52 figure of Rp.5,554,000, despite 
the sharp fall in the average price of rub er. 

The profit of the parent company, «''cr 
taking credit for the dividends tota!ing 
£52,500 from the subsidiary companies, |s 
£53,836 before UK taxation. Under current 
Exchange Control Regulations in Indones , 
remittances abroad of profits are limited to 
40 per cent of the adjusted fiscal profits. | ‘ic 
net OK tax provision is £6,276. An amount 
of £10,000 has been added to the dividend 
equalisation reserve, making that £50,’ ), 
and after charging a small exchange adjus'- 
ment and allowing for the proposed divid-14 
there remains £60,842 to be carried forwicd 
against £44,173 brought in. 


The net current assets in the United 
Kingdom at March 31, 1953, were £200,77', 
approximately 16s. per £1 stock. Ali-r 
receipt of the remittance and allowing ‘or 
expenses during the year to date and ‘i: 
proposed dividend the issued stock is now 
covered £ for £. 


THE CURRENT YEAR 


On the credit side we have harvested 4 
bumper coffee crop of 951,000 kg. On tic 
other hand, the price of rubber is much lower 
and our crops are below — owing ‘0 
part to a severe drought and in part to tic 
labour troubles, while costs of production 


have risen during the year as a result of the . 


award of higher wages and rice subsidy. 
The report and accounts were adopted anc! 


a dividend of 15 per cent, less tax, ws 
declared. . ” ” 
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MANCHESTER SHIP 
CANAL COMPANY 


SIR LESLIE ROBERTS’ REVIEW 


' [he ninety-sixth ordinary general meeting 
the Manchester Ship Canal Company was 
d on February 26th at Manchester. 


Sir Leslie Roberts, CBE, the chairman, in 
e course of his speech, said: 


Che total net revenue was £1,106,247 com- 
sy d with £1,066,448 in 1952—an increase 
a 39,799. 
fo the net revenue figure of £1,106,247 
re must be added £19,850 brought forward 
n the previous year. £145,000 then has to 

ippropriated for taxation and £586,765 
be deducted for loan and debenture 
est. The balance available for dividends 

reserve thus amounts to £394,332. 
'f this sum £35,000 (as in previous years) 
been appropriated to the reserve for con- 
encies; and it is proposed that out of 
balance of £359,332 the following divi- 
amounting to £331,309 should be paid: 

5 per cent on the preference shares 
34 per cent on the ordinary shares 


that £28,023 should be carried forward 
ext year’s account. 
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Having regard to my remarks last year on 


a e dividend I am sure you will be gratified 
a this further gradual advance. 
fe Receipts from tolls, ship dues, traffic 


is, towage and sundry receipts exceeded 

of the previous year by £214,000. 
nditure, on the other hand, rose by 
000. 
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HEAVY DREDGING COSTS 


Dredging cost in 1953 the formidable 
unt of £573,000. During the latter part 
year it became necessary to commence 
tenance dredging of the deep channel 
e Mersey and this, together with the 
ued high degree of siltation, accounts 
e increase of £182,000, 
e balance sheet is the strongest in the 
y of the undertaking, the balance stand- 
) the credit of the provision and réserve 
nts can only be regarded as modest for 
npany with a capital of over £23 million. 


capital account shows a balance at 
which has been increased by nearly 
1,400,000. This was due in the main to 
enditure on the construction of the new 
lock at Eastham which is now completed. 


You will have been as gratified as your 
tors by Her Majesty’s gracious command 
t it should be called “ Queen Elizabeth II 
lock.” We are, naturally, all proud of the 
rther distinction thus conferred upon the 
rt of Manchester, which, as most of you 
\noW, Was ceremonially opened by Queen 
yictoria almost exactly sixty years ago. 


[ told you at the last meeting of the very 
‘y siltation which during recent years— 
it continued unabated throughout 1953 

s been taking place in the Mersey and 
h is thought to be due to some dis- 
ince in the bed of the Irish Sea. This 
iry of the processes of nature—which we 
pe will sooner or later be alleviated—has 
ly enlarged our dredging problem and 
; cnormously increased our dredging bill. In 
i ‘ne years to come I have little doubt that 
nere will be further improvements that will 
nave to be effected, not merely to secure new 

rafic, but to retain the traffic we already 


have. All these things need money, and 
probably new money. 


With a total traffic of over a million tons 
month, we have at least regained our 


position as the third’ port in the United 
Kingdom. ‘The report was adopted. 
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CARRERAS, LIMITED 


JUBILEE YEAR : PROUD RECORD OF 
ACHIEVEMENT 


The fiftieth annual general meeting of 


Carreras, Limited, was held on February 25th 
in London. 


_Sir Edward Baron (chairman and managing 
director) in the course of his speech said: 
At this meeting we formally celebrate the 
jubilee of the company, which was actually 
incorporated on June 5, 1903. Much has 
happened since that date, and we can 
be very proud of the fact that from small 
beginnings the company has achieved a 
position of eminence not only in the tobacco 
trade, but also in the industrial life of the 
country. 

While the turnover of the parent company 
during the year showed a_ considerable 
increase in volume, costs continued to rise in 
all directions. In consequence, the parent 
company’s trading profit showed only a.small 
advance, despite the greater volume of pro- 
duction. The same considerations-applied to 
our subsidiary companies and particularly to 
the Canadian company, which, following the 
lowering of the duty in the last Canadian 
Budget, reduced certain of their prices still 
further in common with the other manufac- 
turers in that country. However, their turn- 
over has shown a considerable advance as a 
result. 


The very success which our introduction 
of Dunhill cigarettes achieved brought. its 
own special problems, but I am glad to say 
that these are being surmounted and we have 
in recent months secured national distribu- 
tion. We have every confidence that this 
brand will not only maintain the popularity 
it has already attained, but will prove in the 
future to be a valuable addition to our exist- 
ing brands. 


While our production has expanded since 
the close of our financial year, we have to face 
a further rise in costs. We still hope for a 
reduction in the duty on tobacco and I might 
say that we regard such a step as essential, 
not only for the sake of the tobacco industry 
but also for the maintenance of the revenue 
to which it contributes over £600 million a 
year, a vast sum without which our national 
finances would be in jeopardy. I feel that 
to keep the duty at its present excessive level 
will, in the near future, have a detrimental 
effect all round. 


As regards our export trade, we are hold- 
ing our own very well.. We are confident that 
we can continue to meet competition success- 
fully and secure good results in whatever 
markets are open to us. On the question of 
leaf tobacco supplies, while our stock position 
is at the moment somewhat better than it 
was a year ago, we are far from satisfied and 
unless more realistic allocations of dollars are 
made during the coming year we shall find 
ourselves once again with our stocks at a 
dangerously low level. 


LUNG CANCER AND SMOKING 


With regard to the subject of lung cancer 
and smoking, certain public statements have 
recently been made both from the side of the 
Government and from that of the tobacco 
manufacturers. It would be as well to recail 
the exhortation of the Minister of Health that 
uninformed and alarmist conclusions should 
not be drawn from the report of the Stand- 
ing Advisory Committee which gave rise to 
these statements. That seems to me to be 


eminently sound advice, particularly as it still 
remains the fact that there is no conclusive 
evidence that smoking is the cause, or one of 
the causes, of the disease. 


The report was adopted and the total divi- 
dend of 17} per cent on the ordinary share 
capital was approved. 
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BROOM & WADE, 
LIMITED 


RECORD PROFIT 


The nineteenth annual general meeting of 
Broom & Wade, Limited, was héld on 
February 23rd, at High Wycombe, Mr Harry 
S. Broom, MIMechE, chairman and joint 
managing director, presiding. 

The following is an extract from his circu- 
lated address : 


For the year to September 30th last we 
have succeeded in increasing our turnover 
by something like 11 per cent and show a 
record consolidated profit of £516,846, which 
exceeds our previous year’s figure by £84,687. 
The consolidated profits are a little lower than 
those of the parent company only ; this is due 
to the small loss made by the Canadian 
subsidiary. 


The past year has been fraught with diffi- 
culties alynost unparalleled inthe whole of 
my fifty-five years’ experience in business. 
It is the wish of your board to pay a final 
dividend for the year to bring the total up to 
14 per cent, the same as last year. 


MANUFACTURING AND SALES 


Last year I said that there had been a 
falling off of orders during recent months. 
The excellent results this year have been 
due to the heavy backlog of orders, but the 
rate of incoming orders has remained below 
the peak which was reached in 1952. At 
the end of that year we had an order book 
which forced us to quote delivery dates, on 
our heavier products, of up to approximately 
two years. The rate of incoming orders, 
which has considerably improved in the last 
few months, together with the orders in hand, 
will carry us on for a further twelve months. 
There is a freeing-up of import restric- 
tions in many markets, particularly Australia. 


In an effort to offset the present trend of 
sales orders, we have been sending trained 
engineers to many parts of the world, and 
have, as you may well have noted in the 
press, very greatly increased our advertising 
and have recently arranged for a world-wide 
advertising campaign in co-operation with 
our subsidiary companies and overseas 
agents. We have also had excellent publicity 
films produced. 


MODERNISATION POLICY 


The increased manufacturing space which 
I mentioned a year ago has now been 
fully occupied, and we have increased our 
manufacturing efficiency to a surprising 
degree, with the result that in spite of rising 
material costs we have been able to maintain 
prices very little above those which we were 
able to quote two years ago. We have con- 
tinued the policy of modernising and replac- 
ing plant from profits ploughed back into the 
business. You will see the benefit from such 
a policy when I tell you that since 
1946 the output value has increased more 
than two and .a half times with only a 
third increase in the labour force. Weé have 
to thank our stockholders for their generous 
support when we have asked for additional 
capital to enable us to effect this expansion 
and modernisation. 


We face the future with quiet optimism. I 
have outlined our difficulties, and it is only 
my hope that they may be lightened during 
the present year. The fact that our prosperity 
is so much linked with our export trade 
makes it impossible to give any reliable fore- 
cast. We shall continue to forge ahead 
wherever we see a chance of expanding our 
trade. 


The report and accounts were adopted. 
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LEEK & MOORLANDS 
BUILDING SOCIETY 


The ninety-seventh annual general meeting 
was held on February 22nd at Leek, Stafford- 
shire. 


Sir Ernest Johnson, JP, the president, in 
the course of his speech said: The progress 
of this society, which takes care of accumu- 
lated savings to the extent of over £25 million, 
owned by more than 34,000 shareholders and 
depositors, and which caters for the needs of 
nearly 24,000 borrowers, is a matter of 
continuing and absorbing interest to all 
concerned with social progress. 

Present-day Government Ministers are 
directly or indirectly paving the way to 
issist building societies in discharging their 
traditional role of financing home ownership. 
The facilities for obtaining a licence have 
now been made easy to private persons 
desirous of building a small house for their 
own occupation. 


There is still, in my opinion, too much 
emphasis and freedom given to local authori- 
ties to build under subsidy compared with 
private building. There can be no doubt 
that the ever-increasing housing subsidies are 
proving an intolerable burden to the nation 
and to local authorities. They cannot con- 
tinue indefinitely at the present rate. 

Just as it is important to build new houses 
so is it imperative to maintain our existing 
stock of dwellings in a reasonable and 
habitable condition. We must maintain, we 
must build, and we must save. I exhort all 
of you to save. Acquire some nest-egg of 
independence. 

As I exhort you to save so do I urge the 
Government of the day to save. There is 
still ample room for pruning of wasteful 
expenditure in Government Departments. 
The Chancellor has in his past two budgets 
seen fit to grant some measure of relief 
from the crippling burden of taxation 
imposed on individuals and businesses 
alike. I plead for a further easing of 
this burden. 


CHAIRMAN’S ADDRESS 


In moving the adoption of the report and 
accounts, Councillor Gilbert Tatton, the 
chairman, said: The amounts due to all 
classes of investors at December 31, 1953, 
was £24,487,551, an all-time record, and an 
increase of £2,440,994 in the year. This is 
an indisputable measure of the investing 
public’s confidence in this society. 

Having taken care of income tax, profits 
tax, and all interest, there is a surplus on 
the year’s workings of £69,485. Your 
directors recommend that £69,000 should be 
placed to the general reserve fund, leaving 
the nominal sum of £485 to be carried for- 
ward into this year. Total reserves will then 
amount to £1,050,485, representing 4.78 per 
cent of the shareholders’ capital and 4.08 
per cent of the assets. The grand total of 
the society’s assets is £25,723,978. 

Another year is over, a year of excellent 
progress. We shall endeavour to continue 
the good work, and it is my earnest hope that 
next year I shall be in the happy position of 
presenting to you another excellent report. 


DEPUTY CHAIRMAN’S REMARKS 


Seconding the motion, the deputy chair- 
man, Mr F. Leslie Davenport, JP, said: I 
share the views already expressed as to the 
burdensome effect of housing subsidies on 
national and local taxation. In home- 
Ownership, properly encouraged, lies the 
opportunity of stemming this inroad into 
our national finances. The report and 
accounts were adopted. 


SOUTH ESSEX 
WATERWORKS 


INCREASED REVENUE 


The annual general meeting of the South 
Essex Waterworks Company was held on 
February 19th in London, Mr G. Francis 
Stringer, OBE (chairman), presiding. 

In the course of his statement the chairman 
said : The capital account indicates a net 
increase in expenditure of £616,142 during 
the year 1953, of which your company’s share 
in respect of the Hanningfield works was 
£547,876, and your directors have entered 
into commitments for expenditure of capital 
in sum of £1,016,730. It was for this reason 
that on December 17th last an issue of 
£500,000 4} per cent redeemable preference 
stock 1973-75 was made. The issue was over- 
subscribed two and three quarter times. It 
will be necessary for a further issue of stock 
to be made in due course. 


With regard to the revenue account, a 
further net increase of £26,505 is recorded. 
There has been a marked increase in private 
building, which has offset the reduction of 
building by local authorities. In the first six 
months of the year the demands of industry 
declined for the first time since the end of 
the war. This was due to some extent to the 
serious flooding which occurred on the night 
of January 31, 1953. During the second 
half of the year industrial demands in- 
creased again throughout the district. 
Pumping charges have again risen by £21,630 
due to am average increase of 6s. per 
ton in the price of coal, further advances in 
the cost of materials and wages, and an in- 
crease in the total quantity of water supplied. 
Local rates at £129,516 comprise the next 
heaviest item of expense, equivalent to one- 
sixth of the amount paid by each consumer 
for water. 





TWINING CROSFIELD & 
COMPANY - 


RECORD TRADING RESULTS 


The thirty-seventh annual general meeting 
of Twining Crosfield & Company, Limited, 
was held on February 25th in London, Mr 
H. W. Backhouse (chairman) presiding. 


The following are extracts from his circu- 
lated statement dated January 25th: 


: The Group trading profit is the highest 
in the company’s history. It has been earned 
during a period when the Tea Market has 
been exceptionally kind to tea distributors. 
In November, 1952, common tea was costing 
ls. 85d. per Ib, and by the end of October, 
1953, it had risen to 3s. 43d. per Ib. The 
market has been consistently strong until 
now when the price is about 4s. per lb, the 
highest price within living memory. Under 
these conditions the company has enjoyed 
an increased turnover. 


‘We have had to begin this current year 
with a very high market for tea and a possi- 
bility that lower prices for common tea may 
be reached during the current financial year, 
so that the situation is quite different and 
less favourable. We have been facing intense 
competition since control ended and we 
expect this to continue. 


Since our last meeting the retail price of 
tea has advanced on three occasions. These 
increases were inevitable owing to higher 
prices for tea, and if the market for common 
tea remains at its present high figure a further 
increase in the retail prices of all teas will 
be inevitable. 


The alarming increase in the price of 
coffee gives rise. for some anxiety. In the 
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UK consumers have been sheltered to soine 
extent against world prices by the action of 
HM Government in allocating coffee (fo; 
which they had made forward contracts) 4 
a much lower cost than the rest of the world 
was paying. These allocations are now 
down to 25 per cent of what they were, ind 
to make up the remaining 75 per cent dis- 
tributors have to pay world prices. It would 
appear that an advance in the retail pr ces 
cannot be long delayed. 

The report was adopted and the dividend 
distribution of 18 per cent for the 
was approved. 





ILLINGWORTH, MORRIS 
AND CO. 


(Worsted Spinners) 


MAINTENANCE OF HIGH QUALITY 
STANDARDS 


The thirty-fourth ordinary general meet- 
ing of Illingworth, Morris and Company, 
Limited, was held on February 25 in Brad 
ford, the Right 
Selmeston, JP (the chairman), presiding. 


The following is an extract from his circu- 
lated statement: 


The affairs of your company have shown 
a satisfactory improvement during the year 
under review. It has now been possible 
to recommend that the issued capital 
should be increased by capitalising one 
million pounds of the very large accumu- 
lated reserves. 


The net profit before taxation is £568,000, 
compared with £358,000 for the previous 
year. After providing £319,000 for taxation 
there remains a balance of net profit of 
£248,000, which compares with £151,000 for 
the previous year. 


Current assets exceed current liabilities by 
£4,251,000. 


Conditions in the worsted industry during 
the year under review have remained some- 
what abnormal. The hold-off from buying 
on the part of merchants and retailers was 
overdone and, as was the case last year, 
demand did not come forward in a way which 
made possible an orderly spacing of work. 
Restocking led to a spate of orders. This 
abnormal pressure to some extent interfered 
with the welcome return to the normal prac- 
tice of seasonal buying, which we are satisfied 
is developing again. 

Our policy is still to maintain the tradi- 
tional very high standards of quality for which 
our yarns are so well regarded throughout 
the world. All our branches have orders 
which. will keep them fully employed tor 
some months ahead. 


CHAIRMAN’S ADDITIONAL REMARKS 


e chairman, in reply to questions, said 
he was pleased to say that the trading figures 
available for the first four months of the 
current financial year were better than (or 
the same period of the previous year, whi: 
was very satisfactory. ' 

They had a very good order book, but ! 
must be remembered that they had still ei! 
months to go. 

With regard to the figure in the balance 
sheet, stock and stores £2,800,000, the chair- 
man stated it should-be remembered thi! | 
constituted largely the work in progress 
and in fact at that time it was practically 
all sold. 


The report was adopted ; the total ordin?ry 
stock dividend of 14 per cent, less imcome 
tax, for the year approved, and the capitalis:- 
tion proposals were sanctioned. 
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HE CHELTENHAM AND 
GLOUCESTER BUILDING 
SOCIETY 


ANNUAL GENERAL MEETING 
CHAIRMAN’S ADDRESS 


rhe annual general meeting of Cheltenham 
Gloucester Building Society was held 
heltenham on February 17, 1954. 
Leslie W. Bayley, CC, FAI, the presi- 
and chairman, presided and, in the 
se of his speech, said : 
ou will remember that in 1952, owing to 
nge in long-term interest rates, Building 
euies found it necessary to increase by a 
er cent the rates paid to shareholders 
depositors. 
huring 1953 these rates have remained 
and have continued to prove 
cuve to the general public, particu- 
when the other advantages of invest- 
n a Building Society are borne in mind. 
r example, the investor has no income tax 
pay on his interest, this being paid for 
n by the Society, and we have paid this 
£220,000 in income tax in order that 
investors may have that advantage. 
There are no costs or expenses of any kind 
connection with the investment or with- 
drawal, and when an investor needs his 
money he can get it on short notice without 
penalties of any kind, and he always knows 
that he can get £1 out for every £1 he puts 
n, and that, in other words, there is no 


risk of any loss of capital through deprecia- 
tion. 
_ Bearing all these advantages in mind, it 
is not surprising that Building Societies are 
enjoying increasing popularity with the 
investing public, and I should like here to 
acknowledge the service which our bankers 
render to us and to their customers in recom- 
mending the Society for investment. The 
result, so far as this Society is concerned, is 
that the record sum of {4,675,000 has been 
invested during the year, and after allowing 
for all withdrawals and interest the amount 
remaining invested increased by £2,193,000. 
With regard to the lending side of our 
business, conditions have shown a marked 
improvement so far as the building of new 
houses for sale is concerned. I am sure we 
would all wish to congratulate the Minister 
of Housing. and the building industry on the 
completion of 318,000 new houses during 
the year, of which over 62,000 were built for 
sale as against 34,000 the previous year. It is 
not, therefore, surprising that the Society’s 
advances on mortgage amounted to a record 
figure of £4,298,000, the increase being 
accounted for by the larger number of mort- 
gages on newly built houses. 


Although it is the expressed intention of 
the Minister to endeavour to stabilise the 
production of new houses at round 300,000 
a year, it is nevertheless apparent, having 
regard to the number at present in course of 
erection, that this figure will be exceeded 
during 1954, and in any event we confidently 
anticipate that the proportion built privately 
for sale to owner occupiers will progressively 
increase, whilst the number of those built for 
letting at a subsidised rental by the Local 
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Authorities - will steadily decrease. The 
country cannot afford the rapid annual 
increase in housing subsidies, which will 
remain a charge on the Exchequer for the 
next two generations. 

Restrictions on building have recentiy 
been further relaxed, and it is now possible 
for builders to proceed with estates of a 
sufficient size to enable more efficient 
methods to be introduced, which will, I 
trust, result in a reduction in prices, which 
are unfortunately at present too high to 
enable many would-be home owners to 
purchase. 

The Society’s liquid assets, representing 
13.3 per cent of the total, and which, apart 
from cash, are all invested in trustee securi- 
ties, still show a depreciation of £35,000 in 
market value as compared with book value, 
but I would like to emphasise that all these 
investments are in dated stocks repayable at 
par, and that in no case does the book value 
exceed par, Moreover the redemption value 
exceeds the book value by £45,000, and our 
contingency reserve of £100,000 more than 
covers the present temporary deficiency. 

As a result of the year’s working it has 
been possible to transfer £70,000 to general 
reserve, so that our total reserves and 
unappropriated profit now amount to 
£1,470,000, representing 6.7 per cent of the 
total assets. 

At the date of the balance sheet you will 
see that our assets amounted to £21,824,000, 
having increased by £2,282,000 during the 
year, and I may add here that since the end 
of = year they have passed the £22 million 
mark. 


The report and accounts were adopted. 





UNIVERSITY OF LEEDS 


DEPARTMENT OF AGRICULTURE 


Applications are invited for the post of Assistant Lecturer in Agri- 
ie scale £500 x £25—£550 a year, 

rding to qualifications and experience. Applications (three copies) 

id reach the Registrar, The University, Leeds, 2 (from whom 
further particulars may be obtained), not later than March 31, 1954. 


iral Economics. Salary on t 





receive 


LONDON SCHOOL OF ECONOMICS AND POLITICAL 


SCIENCE 


(UNIVERSITY OF LONDON) 
The Register of Graduates 1895-1949 is under revision. 
and hes ey and certificate holders of these years who have not 
, or have not replied to, the School's requests for information, 
are urgently required to write to the Registrar in order that the 


Graduates 


HIGH LEVEL CHEMIST 


rECHNICAL SERVICE MANAGER required by well-known pro- 
sive manufacturer of starch and its derivatives—such as glucose, 
xtrins, dextrose, adhesives—to take charge of department respon- 
for technical service to customers and manufacture and for 
elopment, This is an exceptional vacancy. It is an important 
post and an outstanding man is sours 
Applications are invited from CHEMISTS 35-40 with a M.Sc., degree 
equivalent, and responsible experience in the field indicated. 
iustrial experience in a relevant user industry—such as textiles, 
mr, food or foundries—would be valuable. The salary and future 
ommensurate with the importance attached to this post. Replies 
hich will be treated in the strictest confidence—giving details of 
education, experience, positions held with salaries, should be 
it to Box 474. Bs eee 
‘One MOTOR COMPANY LIMITED has an immediate vacancy 
na Department engaged on the examination of the financial and 
nomic implications of its activities, both current and future. _ 
The main requirements are intelligence of a high order, a solid 
indation of Knowledge of the powers and limitations of figures, 
uinistrative resourcefulmess and a talent for the concise exposi- 

of complex problems, f 
The appointment will probably—but not necessarily—be filled by a 

under forty who has a University Honours Degree in 

ithematics or economics, or a recognised accounting qualification, 

ind who has had broad experience both within and without his 
idemic or professional sphere. , ; 

\ good starting salary is offered, with high future prospects 
depending on capacity as demonstrated in contact with the people 
problems of the Company. The post is nsionable. 

Apply, stating salary required, to Salaried Personnel Department, 
igenham, Essex, quoting reference C/H._ . 
\ 'ELL-ESTABLISHED COMPANY requires experienced Manage- 
ment Consultant, age 35-45, preferably with University degree, 
professional qualifications, and industrial and consylting 
rience, to help in developing their organisation in Southern 
a, Salary commencing £2 yoo £3,000 per annum.—Write fully, in 
confidence, to Box 464. : 

CTUARIAL STUDENT required by progressive Life Company 

for new Pension Scheme Department in City. Must have passed 
! least Part If of the examinations of the Institute of Actuaries or 
faculty of Actuaries, Replies in writing giving age, qualifications, 
and previous experience will be treated in strict confi ence.—Write 

Box E 981, LPE, 110 St. Martin’s Lane, W.C-2. _ is 

\ CTUARY (40) holding a responsible administrative and statistical 
post in government service seeks a position with wider oppor- 
‘tunities in business, . Previously twelve years with _an assurance 
company, Some experience of private pension funds. Present salary 
1.600 plus non-contributory pension.—Box 473. : 
CCOMMODATION business man Central London—well furnished 
bedsitting room with private bathroom and eee telephone line 
in flat -£4 15s. per week including breakfast.—Box 470. writ 
k OR SALE.—Complete volumes of The Economist 1947-1953.—Write 
Arthurs Press Limited, Woodchester, Glos., for details. 
J} "QUTRED.—Complete volumes of The Economist 1928-1944 
\ inclusive, also 1947. 


; 
i 


Pleasé quote price.—Box 472. 


Register may be completed. 


BIRMINGHAM POST (LONDON OFFICE) 
Assistant to City Editor required. Pension scheme and prospect of 





advancement. Applications, giving full statement of qualifications, 
experience and age to Editor, Birmingham Post, ew Street, 
Birmingham. 


HARTERED ACCOUNTANTS ONLY, aged 26 to 45. Starting rate 
at least £1,500, advancement (quite possibly rapid) to £5,000 or 
more, Good holidays and sick pay. Non-contributory pension (one- 
sixtieth of each year’s pay) from sixty-five. Responsible interna! 
audit sixty separate businesses, clothing, furniture, food. Present 
turnover £23,000,000 may grow fast and far. No executive functions 
beyond own department, but after first year member controlling 
board and chief managerial group John Lewis Partnership, co-opera- 
tive society of producers begun 1914 now established by irrevocable 
trusts. Present capital £16,000,000, worker membership 12,000 (about 
one-fifth minors) ; yearly pay-sheet £4,000,000, Business policy strict 
integrity. All payments absolutely prompt. Energeti¢ enterprise, 
but no great risk. Graduates (arts preferred) and similar home 
influence preferred, but only if other considerations about equal. 
Letters of application must arrive by March 13th and will not be 
acknowledged before that date. Should answer all questions 
candidate would ask in making similar appointment. Enclose copies 
relevant documents. No calls except by invitation.—Address: 
‘“‘Chartered Accountants,’’ Chairman's Office, John Lewis Partner- 
ship, Oxford Street, London, W.1. 
CS RECORDS.—A medium-sized Gramophone Record 
X Company, with ample financial backing, has an opening for an 
experienced top executive who possesses drive and a thorough know- 
ledge of the industry including L.P.s. In addition to managing the 
business, applicant must be capable of selecting repertoires and be 
experienced in dealing with artists. The position offers unusual 
scope for the right man and will be remunerated accordingly. Please 
give full particulars of previous experience and qualifications. All 
applications will be treated with the strictest confidence.—Box 469, 
W E. YATES LIMITED, Wellington Mills, Bramley, Leeds 13, 
« woollen and worsted cloth manufacturers, — a young 
lady to fill vacancy through impending marriage. he work will 
entail analysis of published returns and information regarding trad- 
ing conditions, licensing prospects, etc., together with preparation 
of returns of sales and sales potential. Applicants should aged 
25-30, preferably having a recogfiised qualification in economics, com- 
merce or statistics, and with some previous experience of this type 
of work. A knowledge of shorthand and typing would be an advan- 
tage.—Letters stating age, education and giving details of qualifica- 
tions and experience should be addressed to The Managin irector. 
ANGLISH BUSINESSMAN of 30 years’ experience in Far Eastern 
4 Trade seeks position in this country. Has good working know- 
ledge of seas Sere and is specialist in China Wools. Available 
mmediately.—Box ; : 
; \HE aconoeniate? Bookshop, 11-12 Clement’s Inn Passage, London, 
W.C.2, invites you to submit lists of books on Economics, History 
and Social Sciences, you may wish to sell (periodicals excluded). 
ESPONSIBLE writer on technical topics (mainly motoring) courts 
R commissions connected with press, publicity or public relations, 
requiring resource, imagination and initiative-—Box 475. 
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“BOMBS AWAY ” — the story of an R.A.F. bomber 






In 1907, four years after the Wright Brothers wrote a 
completely new ‘page of world history by flying the first 
heavier than air machine, a young engineer won first prize in 
the Daily Mail Model Aeroplane competition. By July two 
years later he had designed, built and flown the first ever all 
British Aeroplane. His name was A. V. Roe, his plane the 
Roe I Triplane. Such were the beginnings of Avro—with an 
inspiring “‘first” in the aircraft world. Today the great firm 


of A. V. Roe & Co. Limited, has another “first”, no less 


A.V. Roe « 
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No. 1 in a series on the Avr V, 


inspiring, no less courageous in its pioneering audacity : 
the world’s first 4-jet delta bomber: the mighty Avro 
Vulcan. The delta is the best design in existence completely 
to fulfil the vital new requirements for near-sonic flight a‘ 
high altitudes and long range . . . a wing that is highly swept! 
back, very thin, with a large surface area yet a small 
span. With its delta planform the Vulcan is the world’s most 
formidable bomber. It is now in super-priority production 


for the Royal Air Force. 


CO. LIMITED / Manchester 
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MEMBER OF THE HAWKER SIDDELEY GROUP / PIONEER...AND WORLD LEADER IN AVIATION 
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NEW LOOK IN DEFENCE 





bins money spent by Britain on defence has to provide the arms, ships and aircraft for three different but related 
tasks : 
(i) Total. war, unlimited in range, against major enemies having atomic weapons for 
__ attack and scientific devices for defence—e.g., defence of Western Europe. 
(ii) War in a limited area. and with non-atomic weapons against a well-equipped enemy 
with regular forces—e.g., the Korean War. 
(iii) Police operations in or around British possessions conducted with weapons and forces 
inadequate for major war—e.g., Malaya, Kenya, patrol of Formosa Strait. 


The revolution in weapons of attack and defence now going on complicates the peacetime task of allocating 
resources between these three functions, and between the three Services performing them. No one knows precisely 
ii—and if so when—the guided missile will displace the piloted aircraft ; or if the helicopter with the convoy will 
displace the escort: vessel ;~or if increased fire power will end the usefulness of the tank. The designer and 
the staff officer’ are always planning for a date that moves forward. Even the best-planned defence budget will, 
therefore, propose expenditure on much that is obsolescent. 


* * * 


In the first of the articles that follow the problem of peacetime defence planning when weapon design and 
nternational relations are so uncertain is discussed. The next three articles examine in each fighting service 
the basic problemi that reflects all or most of its difficulties.. The difficulties of the Air Force are reflected in the 
arguments for and. against the atomic bomber ; those of the Army are reflected in its manpower needs ; those of 

the Navy are reflected in the arguments for and against the aircraft carrier. 


The Cost of Uncertainty 


reduce the difficulty of choosing between the Services’ 
claims. Instead he reads: 


HE three fighting services and the ministries that direct 
them propose to spend in the next financial year just 


nder £1,640 million. It is a figure to make the taxpayer 
finch ; he may even start calculating that a fifty per cent 
t in defence expenditure might save him four or five 
llings on his income tax. And if he looks at the White 
Paper on Defence—a quite readable little treatise on the 
tion’s present stategy—he may murmur: “Even with 
that they are not satisfied.” For it can be read between 
the lines that the defence for which he is paying is a patchy 
jj ‘ing ; that the men who decide these matters find it hard 
agree on what claims have priority ; and that everyone 
vho peers into the future of war is puzzled by the prospects 
that offer themselves. The layman had hoped that the 
new weapons would somehow make things simpler and 





Sheer 


Even in a major war it does not seem likely that the 
possession of new weapons will make it any less necessary 
to keepa firm screen of troops on the ground and of aircraft 
to withstand the first shock of an attack, to hold the enemy 
until mobilisation is completed, and to exploit and consoli- 
date the tactical situations which the new weapons will 
create. 


That can, perhaps, be allowed to pass in the year when 
the RAF is receiving only its first atomic bombs, when 
Sir Winston Churchill and Mr Molotov have between them 
raised such fresh speculation about the future prospects of 
peace, and when everybody is agreeably surprised that 
the backs of the western allies have not been broken by 
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the burden of rearmament (as it was said they would be). 
But it will not pass in the future. For there is direct and 
painful conflict between Britain’s need to re-equip its 
industries and its desire for balanced forces ; and there is 
direct conflict between the taxpayer’s feeling that war is 
less likely and the staff officer’s feeling that it must remain 
one of the normal risks of a nation’s life. ‘Sooner or later 
the demand for economy will have to be met. 

It is, however, only fair to recall—as the White Paper 
modestly reveals in one paragraph—that it was the British 
Chiefs of Staff who first warned Nato against the extrava- 
gant mood induced by the Korean War. Their plea for a 
cheaper and longer-term plan called the “ new look” was 
accepted during last year by the Atlantic allies ; and Nato’s 
Military Committee is now “ carrying out a reassessment 
of the most effective pattern of military forces for the long 
term, taking account, among other factors, of the effect 
of new weapons.” In other words, it will not be left to 
national governments and their advisers to settle what 
weapons and forces are necessary. In this fact alone there 
is hope ; for this relief much thanks. 


* 


But the question remains: is the. traditional conception 
of well-balanced national forces as the basis of independent 
foreign policy and strategy still tenable for Britain ? It is 
clear that most people who think at all about these things 
want to maintain it. The question is whether any country, 
except perhaps the United States and Soviet Russia, can 
afford to maintain it. In the articles that follow it will be 
seen that the Royal Air Force wants, and has been promised, 
a strategic bomber force, although the United States has 
had one of growing strength throughout the tensions of the 
last five years. Is the British force, then, an extra deterrent 
that Nato thinks necessary, or is it regarded as something 
that a great power must have if it is not to become a 
middling power ? Likewise the Royal Navy wants to main- 
tain and improve its aircraft-carriers, although the United 
States has a plethora of these ships. Is that an extra pre- 
caution that everybody agrees to be necessary, or is it the 
Royal Navy’s way of keeping in the foreground ? Again, 
the Army is keeping abroad more men than ever before at 
a time when it has more allies strong in infantry than ever 
before—admittedly not all in the right places. Will that 
always be necessary or is there some way of sharing the 
common burden ? 

For the time being there is 
only one conceivable enemy ; 
and so long as it looks like an 
enemy the alliance that it has 
frightened into existence 
should remain in being. Are 
the British and other allied 
chiefs of staff unconsciously Admiralty ..+...... 43°0 
looking forward to some time War Office......... 35-0 
16-0 


. Air Ministry ....... 
in the future, when every Ministry of Supply ¢ 
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obsession, and the layman is entitled to ask whether aij 
the possibilities have been examined of achieving more 
economies, more sharing of burdens, more distribution of 
risks through the Atlantic alliance. 

It is tempting to think that the airmen have the answer 
with their idea of preventing- war by threatening the 
agptessor with atomic bombing: one idea, one forc:. one 
solution. The idea is examined from the strategic «spect 
in the article that follows ; it was examined from the po) itical 
aspect in The Economist of February 6th. It has fully con- 
vinced neither the politicians in the United States nor the 
soldiers and sailors in the United Kingdom. Conventional 
war—appalling phrase—and colonial operations lurk round 
the corner ; and no one yet knows how the political side of 
the atomic deterrent works. Mr Dulles speaks as if he would 
decide when to use the master deterrent in retaliation for 
aggression. The British air marshal speaks as if he wants 
to make the decision. One day, perhaps, the French and the 
Germans will want to make their decisions. The layman 
cannot help wondering whether the deterrent would not be 
much more effective, both in warning an aggressor and in 
saving expenditure on the free nations’ defences, ii the 
decision were to be taken by an allied body and executed 
by an allied air force. 

* 

From the articles that follow the many difficulties of this 
period of transition plainly emerge. There is the uncertainty 
about new weapons and the mystery of Soviet intentions ; 
there is also the puzzle of planning for the armed peace. It 
is not easy for men who fought and commanded in the last 
war to visualise what will be needed in a period where every 
effort will be bent to avoiding major war. Nor is it easy for 
one minister in a government to speak of his success in main- 
taining peace if another minister has to speak of the need to 
maintain strong defences. This is a period of political as 
well as scientific and strategic transition. It would therefore 
be wrong and unfair to put on military advisers the whole 
responsibility for uncertainties and extravagances that are 
rooted in political difficulties. 

Brief observations on great issues can never be more than 
half true ; but the doubts of the layman might be summed up 
by saying that the cost of being secure from enemies is 
being confused with the cost of being independent of friends. 
The criticism is as true of the Americans as it is of the 
British. Costly research on new weapons is being duplicated 
in both countries because many Congressmen do not trust 
an ally ; costly building of new ships is being duplicated in 
both countries because the British want to protect Atlantic 
trade routes; = precious 
time and money are 
being wasted because the 
French do not trust their 


Rearmament . ‘ . 
allies to pull in harness with 
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time that the staff officers 
| : | 99° turned on ministers, and ‘old 
them to create better po! ical 
conditions for cheaper yet 


government will thankfully Ministry of Defence more ._ efficient = defence. 

say that the cold war is over, §$————-——______i_____ (Otherwise the _ politicians 
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the world is at peste, and all reflect the emphasis of Government policy in money terms. They will turn on the staff office 


can again rely on their own 
balanced national forces— 
but somewhat smaller and 
cheaper ? If so, it is a costly 


do not represent actual expenditure, and the effect of Mutual 
Defence Aid from the United States is excluded. 

t By far the greater part of this Ministry's expenditure is devoted to 
_the needs of the Army and Air Force: 

§ The chief element here is expenditure on “ infrastructure ” in Europe, 
installations mostly for the use of military and air 
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by cutting defence d wi. 
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"THERE is something repellent to a civilised community 
l about the promotion of retaliatory bombing—atom 
mbing—to the front line of the country’s air defence. 
¢ atom bomb is pre-eminently a weapon to be used 

vainst cities, and it is a horrible logic that bases any 
intry’s security on a form of strategic blackmail. Yet 

his year’s White Paper on Defence openly accepts the need 
to build up in the Royal Air Force a force of modern 
bombers capable of using the atomic weapon to the fullest 
effect. A strong and efficient force of medium bombers is 
f the greatest importance to us both for our own security 
nd for the defence of Western Europe. 


Having said so much, it is a pity that the authors of the 
Vhite Paper did not go further and explain the reason for 
this change of emphasis from air defence to air attack. 
Separated from its context, the promise of an all-powerful 
deterrent can be turned into a case against continued 
xpenditure on other, less spectacular, methods of defence. 
illusions must be allowed to take root that would smother 
his country’s defence programme in atomic complacency. 
The major responsibility of the Air Force is the defence 
f Britain. How, then, does it come about that the Air 
Marshals consider their most effective method of defence 
s not in Fighter Command, but in attacking enemy air- 
fields and enemy cities ? Is the ghost of Harris riding down 
the corridors of the Air Ministry? The Secretary of 
State for Air, in a memorandum on the air estimates, 
has hinted at some of the technical difficulties of 
air defence against jet bombers, but there has been no 
official explanation of the Air Ministry’s real dilemma. 
[t turns not on the change from piston to jet power, but 
n the change from conventional high explosives to atomic 
sion. Before the 
atom bomb, it was 
possible to calculate 
with fair accuracy 
the limit of losses to 
any bomber force 
beyond which 
bombing missions 
would be uneco- 
nomic to the 
attackers—when the 
raiders’ losses, in 
erms of men and 
machines and the 
drain on national ~ & 
resources, exceeded i CR-- Moscow 
the damage done by mn 
the raid. It was then 
possible to calculate 
the size of the 
fighter defences 
needed to achieve 
this critical rate of 
kill. During the 
last war, it was esti- 
mated, bombing 
taids could be 
stopped if on aver- 
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This map illustrates, in a very rough and ready fashion, the probable operating range 

of the aircraft at the disposal of the Western air chiefs. The limits shown for the 

fighter defences assume that the aircraft are based in Western Europe. The immense 

range of the inter-continental bomber opens a field for speculation on the possibthties 

of bombing missions that start from bases in Britain or the Arctic, and land on bases 

in another continent. But they are slower, and so more vulnerable than the 
medium jet bombers. 


age 20 per cent of the attackers failed to return ; in practice 
an attrition rate of as little as 10 per cent proved sufficient. 

Such calculations can still be made but they no longer 
give comforting results. The devastating effect of a single 
atom bomb is so tremendous that the fighter defence would 
need to be certain of destroying more than go per cent of the 
attacking bombers—and doing so before they reached their 
targets—to make the results of the raid no longer worth 
the cost of mounting it. By any standard, this is an 
impossible task. The fact that the raiders will in future be 
jet-powered does not affect the basis of the calculations ; 
it only makes the planning of the fighter defences so much 
the more difficult. The attrition rate necessary is too high 
to offer any hope of success. 

Air defence, therefore, must look for another way of 
making an atom attack too costly to launch. Hence, the 
emergence of a new strategic doctrine: if a sufficiently big 
stock-pile of atom bombs can be accumulated, together 
with bombers capable of delivering them, the fear of 
retaliatory bombing by such a striking force will be suffi- 
cient to stop the first atomic attack from ever being ordered. 
The bombers would take off for Moscow when the sirens 
sounded over London. In an attack of this kind, the balance 
might be tipped a little in favour of the Western bombers. 
British defences will never be so perfect as to make an 
atom attack impossible, but the area that they have to 
defend is so small and highly concentrated that they should 
make such an attack a costly one even if they cannot prevent 
it altogether. A similar concentration of air defences could 
never be contemplated across the rambling vastnesses of 
Russia. Provided that they had the range to reach Russian 
targets (even if these took refuge behind the Urals), the 
Western bombers 
would have a 
slightly easier mis- 
sion. The pattern of 
this new atomic 
strategy is begin- 
ning to take shape. 
Deliveries of the 
Valiant, the RAF’s 
first medium-range 
jet bomber, will 
begin this year and 
deliveries of atomic 
weapons to the 
British forces have 
already started. 
Such bombers can 
reach into the heart 
of Russia ; the delta- 
winged Vulcan and 
the crescent-winged 
Victor, which do 
not figure in this 
year’s estimates, can 
reach even further. 

This is the winged 
deterrent on which 


hopes are based. 
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The defence of Britain against a similar air attack 
launched from the East is technically the most, difficult 
task now facing the RAF. There is little room here for 
complacency. A modern jet bomber can be expected to 
approach at heights of twelve miles and at speeds of well 
over 600 miles an hour. Even with an early warning system 
strung out across Western Europe, the distance between 
the Russian bases and their British targets is so short, in 
flying time, that fighter defences must go into action at 
phenomenal speeds if bombers crossing the Iron Curtain 
are to be intercepted before they release their bombs against 
British targets. The fighters capable of reaching these 
speeds and heights, the Swifts and Hunters, will not be 
in service until later this year. And even these machines 
are hardly fast enough ; they take four minutes or more 
to reach the heights at which bombers are likely to operate 
and can barely exceed the speed of sound. 


* 


These essentially conventional cannon-powered fighters 
will be far less effective than the missile-carrying machines 
foreshadowed in the Air Ministry memorandum. The first 
of these to go into service would be the all-weather Javelin, 
an aircraft powerful enough to carry its own search radar 
and the additional weight of guided missiles, although not 
yet as fast as could be wished. But the Javelin does not 
figure in this year’s estimates, and there is no certainty that 
it will appear next year. When air-to-air missiles do go 
into service, they will do much to restore the balance in 
favour of the defending fighter—provided that it is a super- 
sonic fighter of the type that the Air Ministry expects to test 
this summer—but not enough to eliminate the risk of atomic 
bombardment. The cost in terms of manpower of a fully: 
armed Javelin-type fighter is so high that defence by 
sheer force of numbers would never be possible. Nor, when 
the first primitive ground-to-air guided weapons go into 
service, is there any prospect that a barrage of these robot 
bloodhounds could be put into the air like anti-aircraft 
shells. Accurate warning and accurate location become the 
key to atomic defence. A warning system has now been 
largely completed, but its effectiveness is closely bound up 
with the existence of advanced bases in Western Europe ; 
thus the air defences of this country depend largely on the 


An Army 


HERE are nearly 445,000 men on the active strength 

of the British army, of whom just under 225,000 are 
national servicemen and just over 220,000 are regulars. The 
effective fighting force is the broad equivalent of 114 divi- 
sions, .of which more than four-fifths are overseas. This 
is a larger proportionate overseas commitment than is 
shouldered by the army of any other country ; in fact, it is 
probably a larger proportion than any peacetime army has 
ever sent overseas before. And with this necessary exile 
are bound up the two principal problems before the War 
Office today : namely, the difficulty of training the army to 
carry out at least two very different types of job at the same 
time, and the difficulty of persuading regular soldiers to 
re-engage once their period of service is over. 
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Army’s ability, in the event of a major war, to maini:in q 
line no further west than the Rhine. 

The Air Ministry’s admission that the production, as 
opposed to the development, of guided weapons is «out 
to begin underlines the special menace of guided weapons 
to this country. Here the West is at a decided disadyan- 
tage. Once an enemy missile has left the ground, no one 
knows either how to intercept it, or to deflect it from its 
target, and a country is left helpless in the face of rocket 
bombardment, Missiles are not yet accurate enough to be 
entrusted with the delivery of atomic warheads over long 
distances, but over short and medium ranges atomic mis,iles 
may be coming into sight—over just those ranges, in fact, 
that separate this country from the Russian troops in 
Germany and Austria, If communist forces were to reach 
the coast of Europe, this would no longer be a threat but 
a fact—and the warhead might be thermonuclear. Once 
again, the strength of the ground forces in Europe is the 
decisive factor for Britain’s security. 

The technical problems of defence against atom bombers 
and atomic missiles account for the decision to build up 
a powerful retaliatory atomic striking force on the ground 
that it is the one practical deterrent to atomic attack. [f 
the existence of such a force means that politicians on both 
sides refrain from using atomic weapons at all in a future 
hot war, the RAF’s task becomes immeasurably simplitied. 
The Air Marshals would still have a powerful striking force 
at their disposal, and they should be able to put up a defence 
effective enough to make conventional high-explosive bomb- 
ing extremely costly to the enemy. 

Given these two overriding preoccupations of attack and 
defence, has the Air Ministry devoted sufficient time or 
resources to its other responsibilities—to Coastal Command, 
to. transport aircraft, to close-support aircraft, to the 
development of load-carrying helicopters for the Army? 
The other services, who are the first to feel the effects of any 
shortcomings in these directions, are inclined to press this 
question. It may be desirable to hive off some of these 
peripheral activities ; when the Air Marshals have so {ully 
adjusted their outlook to the atom, they can be forgiven 
for a less deep concern about the more mundane types of 
air operation: But skilled ground staff is acutely short, 
and this alone may rule out any such redistribution of 
duties in the immediate future. 


Extended - 


At present, Britain has four divisions in Germany, 2nd 
the equivalent of rather more than five other divisions sp:<ad 
across different non-European trouble spots or outposts of 
Empire all round the world. The divisions in Germany s‘ind 
teady to meet the most modern and most horrible forms of 
great power warfare—first league warfare with an atomic 
vengeance. The divisions outside Europe, now that fig)t- 
ing in Korea has stopped, mostly stand ready for, or .° 
actually engaged in, what might be called armed— nd 
unpleasant—police operations. It is not easy for troops 


that are engaged in active operations in Malaya and Ke ya 
(or even in guard duties in Guiana) to combine these du'ics 
with training for war in Europe. 

The picture, therefore, is of an army that is uncomforta\!y 
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When the “Comet” jet airliner crashed into 
; the sea near Elba in January, a Pye Under- 
water TV Camera of special design, more 
sensitive than any other TV camera in use 
anywhere at the present time, was used to 
locate the wreckage. The internationally 
famous Pye Group of Companies manu- 
facture radio, television, telecommunica- 
tions equipment, scientific instruments and 
electrical appliances with a world - wide 
reputation for excellence. 
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fully employed and anxiously extended. The official decision 
that expenditure on the army must fall gradually in the next 
few years—to make way for increased expenditure on the 
air force and maintained expenditure on the navy, within 
the confines of a stable defence vote—has got to be made 
to fit in with these facts. And the understandable public 
clamour that the period of national service should be cut 
below the present two years has got to be made to fit in with 
tco. Apart from such trimmings on the expenditure 
side, as the decision not to equip the part-timers in the 
territorial army with the most modern weapons and a 
possible decision to reduce anti-aircraft command, there 
seem to be only two ways in which advances can be made 
towards the aims of smaller cost and fewer men. 

The first way would be by a significant reduction in 
strength either in Europe or in the non-European trouble 
this may happen anyway, but it would be a very 
dangerous happening unless international tension eases. It 
is idle to suppose that as manpower strength declines, 
mechanical strength can take its place. Obviously, the men 
on guard against Mau Mau and in Malaya cannot effectively 
be replaced on their 


spots : 





THE ECONOMIST, FEBRUARY 27, [954 


Kingdom, the figures look surprisingly good. The army 
generally enlists about half of each year’s batch of ; 
regular recruits (that is, as much as the navy and air fo 
combined), but there is a catch about its apparent success, 
The majority of regular recruits into the army are men \ ho 
would otherwise be called up for national service. The 
choice before the national serviceman is two years in ‘ie 
conscript army, or three years in the regular army (with 
rather better conditions of service and prospects for p 
motion) ; alternatively a man can sign on for twenty-two 
years, with a right to leave after each three-year period. 
The War Office’s biggest headache at the moment 
that so many regulars are leaving the service when thei 
stipulated period of service is up. The problem may be 
going to assume alarming proportions in the near future, 
for the first triennium under the system of three-year engage- 
ment ends in 1954. The army seems to be less feart 
than it was a short time ago that nearly all the men con- 
cerned will refuse to re-engage, but it should be noted 
that re-engagements under previous systems of contract 
have been disappointing. Although the army attracted 


42,700 regular re- 


a | 


present duties by TROOPS IN FOUR CONTINENTS cruits in 1953, the 
machines. Even in : CTs net increase in regu- 
Europe the popular lar strength seems 
conception that to have been less 
atomic missiles than 10,000 (last 
can soon replace week’s white paper 
infantry men in on defence estimates 
large numbers is that the army’s 
mainly nonsense. Sncem MALTS ox o/eJORDAN regular strength on 
: ERMUDA ‘ 1 eo ms 
Atomic bombs and 3+ HONDURAS LIBYA, EGYPT April Ist next year 
missiles will grow ee ah? se will be just over 
more plentiful in | Sie} aa? 4 220,000 compared 
the next few years, |} Vena ayn with just over 
and they may make jj . OR TERN. ion © TANGANYIKA 211,000 on April |, 
it impossible for | oe 1953). At this 
any army to | moment only about 
assemble as much Io per cent of the 
force in a single UN and NATO commitments army has stood the 
segment as the Ger- ~ | & Areas where troops are actively in support course for more 
mans did in the {| A © Other garrisons of the civil power than six years, a far 
Ardennes in the last |. Mercator’s Projection ~ lower proportion o! 
war. But they are senior NCO materia! 
not going to make infantry men outdated. 


The second way in which economies might be effected 
and progress made towards a reduction in the period of 
national service would be through a sustained growth in 
the regular army. Although regulars have to be paid more 
than national servicemen, a regilar army is more efficient— 
and therefore more economic—than a conscript army in 
peacetime, if only because so many conscripts are moving 
out for duty and back for demobilisation across the world 
at any one moment of time. Because of this, and of ordi- 
nary troop movements, there are between 10,000 and 
12,000 men perpetually in the pipeline today. But, in 
facing the problem of strengthening the regular army, a 
clear distinction needs to be drawn between the difficulties 
of recruitment and the difficulties of re-engagement. 

The difficulties of recruiting regulars are not as great as 
is generally supposed. There were 83,600 regular recruits 
to the three services in 1953, and it is expected that another 
80,000 will sign on this year. This is less than the 103,300 
regular recruits enrolled in 1952, but as there are only 
about 300,000 men in each yearly age group in the United 


and experienced tradesmen than an efficient army needs. 
There are two main reasons. 

The first reason is that technicians who have acquired 
excellent mechanical or other training in the army can often 
secure very well-paid jobs in the fully employed industria! 
economy of civilian Britain. A man who has just turned 
thirty, who knows that he can still get a good job in 4 
factory and who remembers that if full employment falls 
older men are the first to suffer, can hardly be blamed 
for not putting off his return to civilian life until he has 
just turned thirty-three. 

The second reason lies in the statistic quoted at the 
beginning of this article: that so large a proportion of the 
army’s effective fighting force is now stationed overseas. 
and two-thirds of them are separated from their wives and 
families. The rapidly changing pattern of Britain’s world- 
wide commitments has brought with it bewildering move- 
ments of abode but not of home ; with the best will in the 
world about the construction of married quarters, it is im- 
possible to send a subsidiary army of wives and families to 
Kenya or Guiana, chasing after the drum. The Royal 
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Northumberland Fusiliers have moved eight times in the 


t seven years (between Italy, Gibraltar, Korea, Hong Kong 
| Kenya) and the battalion of the Argyll and Sutherland 
shlanders now in British Guiana has moved seven times ; 
ieed, if one counts movements within individual countries 
well as between them, the Argylls have moved nineteen 
es in the whole period since VJ day, and it is possible to 
the case of some soldiers who have spent only a few 
nths with their families in the last eight and a half years. 
these circumstances it is not surprising that so many 
lars are unwilling to extend their period of service ; and 
ould be added that even those who have drawn billets at 
have some cause for unrest. The fact that so many 
egulars are Overseas means that the 18,000 or so regulars 


to train national servicemen at home are being worked 
» hard indeed. 


* 


here is therefore a clear need for increased inducements 
persuade regulars to renew engagements as their periods 

of service fall in. The army’s main hope is that it will 
tually be possible to station at least half of its fighting 

ts aS a Strategic reserve at home, and fly them out to 
ble spots when necessary. But, until that day comes, 
various inducements that can now be suggested 

one thing in common: all would cost money. 

High up on the list should come more frequent home leave 
regulars overseas ; the air trooping scheme put into 
eflect in the last year of the Japanese war had an electric 
effect on morale. A second step should be higher pay for 
technicians and for some ranks of non-commissioned 
officers ; if these allowances have to be discriminatory as 
between trades—with special scales for special skills and 


Waiting for 


a. a time of changing weapons and unsettling ideas about 
the nature of future war, the Royal Navy spends 
1xious and frustrated days. It wonders what will happen 

to British sea power during the “gradual change . . . in the 

direction and balance of our defence effort’ to which the 

White Paper on Defence cautiously refers. Minister after 

ninister and one chief of staff committee after another has 

) be instructed in the historic axiom that if Britain is to 

hght, it needs food and fuel ; and before it can get food 

and fuel it must trade ; and both fighting and trading must 

e done across the sea. Once the sea routes between these 

lands and their friends are closed, defeat is inevitable. It 

S not easy to pit this humdrum common-sense against the 

‘rama of trans-continental atom-bombing, or against the 

urgent call for more divisions to keep Western Europe safe 
| free. What could be duller than the first sentence of 

White Paper’s statement on the Services programmes: 


rhe Royal Navy will continue to concentrate on building 

up and modernising its anti-submarine and anti-mine forces, 

and on the completion of aircraft carriers now under 

construction. 

It is not easy to remind the nation of its dependence on 
eaborne supplies when the paramount role in attack and 
lefence is passing to aircraft. The Navy’s best men feel 
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“dirt money ”"—the army must comfort itself that it is 
working in a competitive economy. 

A third step might be an increase in the numbers and 
mobility of colonial forces. In 1946 the army voluntarily 
gave up certain tax concessions on the allowances and pay 
of the British officers and NCOs in charge of the 80,000 
strong colonial army, and there is now a shortage of suitable 
leaders. Once anybody has given up anything voluntarily 
to the Treasury, he finds it extraordinarily difficult to get it 
back. It would perhaps be preferable to make direct 
increases in pay rather than a side-door shuffle back to the 
taxation allowances granted before 1946 ; but it should be 
noted that that tax decision in 1946 has had adverse effects 
—in particular in the re-engagement of technicians—within 
the British army itself. 

This brief review has dealt only with the active army. 
Nothing has been said here about the 253,000 strong terri- 
torial army (of whom 192,000 are part-time national service- 
men or national service volunteers) and the 137,000 strong 
army emergency reserve (of whom 126,000 are part-time 
national servicemen or national service volunteers) ; nor has 
anything been said about the speed with which men who saw 
service in the last war could be brought back into the front 
line if ever war returned. The reserve that could be put into 
the field by, say, A-bomb day plus six months, is bigger than 
Britain has ever boasted before. But this is comfort for a 
contingency that everybody hopes—and most people believe 
—will never arise. For the contingencies that are arising 
already, the blunt fact is that the British army has a quart of 
commitments to fit into a pint pot. If, because of demands 
for economy and of pressures to reduce national service, that 
pint pot is to be further trimmed down, those in charge of 
the re-engagement of regulars will have to do some very 
hard thinking indeed. 


a New Fleet 


they lack real sense of direction so long as they cannot 
maintain for the service an offensive role. But how and 
where is it to be found ? There is no enemy surface fleet 
in being to be challenged and mastered. Even if there were, 
the American, British, French and other fleets in Nato 
would have overwhelming superiority over it. The pursuit 
of the Bismarck might be repeated with the Sverdlov class 
cruisers, but hardly the battles of Matapan and the Coral 
Sea. Does the offensive role of the Navy then exist at all ? 
If so, is the aircraft carrier the right weapon for it ? 

The Americans have thought it is ever since the Japanese 
war left them with a great carrier fleet. They have some 20 
carriers active and 42 in reserve, against the Royal Navy’s 
three active, five in reserve and four transferred to training. 
They are still building 60,000 ton floating air bases like the 
Forrestal to fly off medium bombers ; the Royal Navy is 
thinking of more modest ships. The American Sixth Fleet 
in the Mediterranean could come swiftly to the®aid of the 
armies of Greece, Turkey and Jugoslavia, with hundreds 
of fighter aircraft and a striking force of atom bombers. 
Or it could be switched in a matter of days from the 
southern flank of the Soviet bloc to its northern flank 
beyond Norway, or to within range of the Danish waters 
through which Soviet submarines would leave the Baltic 
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to attack the Atlantic trade routes. This offensive and 
defensive air force at sea, it is claimed, can play both 
technical and strategic roles. 


The British naval officer wishes to share this offensive 
role, but he lacks the ships and the aircraft for it. His air 
colleagues—and some of his soldier colleagues—argue that 
all this can be done more cheaply, at longer ranges and 
with less risk, from land-based airfields over the whole land 
mass of the Nato countries. If a fleet carrier were sunk 
by a submarine with all its aircraft and its atom bombs, 
the loss would be well over £25 million. The RAF and 
the Army would prefer to spend that money otherwise. 
For the time being, the argument looks like being settled 
by decisions on priorities in aircraft design and production 
in which the Naval Staff has not the major voice. The 
British carrier still lacks offensive aircraft: it cannot ship 
the Canberra bomber, and its own Fleet Air Arm Wyvern 
is already outmoded. Between those two bombers lies a 
gap that is difficult to fill, unless fresh decisions are to 
be taken about the use of air power at sea. Soon, it is 
true, naval fighters will be as good as anything the RAF is 
getting ; but their task is to defend ships from jet bombers 
not to carry bombs to land targets. Given the right kind 


The Price of Arms 

The defence estimates provide for the expenditure of 

£650 million on production during 1954-55. The probable 
cost of some of the items are given below :— 

Fleet Carrier 





£16 million 


Medium jet bomber.............. £400,000 
DE 30 ORE 6 oo. Fick Ck Bea £120,000 
All-weather fighter .............. £125,000 
Se NN a Fao veh eS Pht 0+ ee £75,000 
PN 0 i ca dea bees Cees £25,000 
Contr BOE © So. 6 cS rx £35,000 
UE SERINE. s caole Sd Kg mice £1,200 
‘SO SUtOeeRtNe PIO. 6s Se RK we £30 
SRO, See ss bk kos Nk oe ew ets £15 
-303 ball cartridges, per 1,000...... £20 
2am; Meter DOM aoa os kee we he, £l 


of medium bomber, says the naval airman, the carrier 
could launch long-range attacks below enemy radar with 
every advantage of mobility and surprise. 

If the case for the aircraft-carrier as the spearhead of 
the Navy is to be made successfully, it has to answer such 
questions as these: 


(i) Can it seek out and destroy, better than land-based 
aircraft, enemy surface ships and submarines operating 
on the trade routes ? 


(ii) Can it protect against bombing, in the open sea or in 
marrow waters, convoys and fleets which cannot be 
covered by land-based fighters with limited endurance? 

(iii) Is it needed to carry out bombing and mining operations 
to which the RAF, with strategic and tactical tasks on 
land, might fail to give due attention ? 

(iv) Is it needed for operations short of major war such as 
Korea and Malaya and to assist the Army in its police 
opefations overseas ? 

Given the right aircraft and ships the Navy’s answer is 
Yes. 

Here, then, in the aircraft carrier are focused the hopes 
of a generation of naval officers who know that the battle- 
ship carrying the admiral’s flag will never be built again, 
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and that there must be a pause in the building of crui. 


until the first guided-missile ship can be designed. i tie 


sailors are waiting on the scientists. Meanwhile, their | 


six-inch cruisers are barely adequate to keep Colonel Pen 


out of the Falkland Islands. 


The sailors have had to fight hard to keep their pre 
substantial share in the defence estimates. They felt 


ground lost now would not be recovered in future ; and in 


the future lies the immense task of-creating a new fleet 
the atomic age. By 1960 the present fleet, apart from i 


latest anti-submarine vessels and minesweepers, will be 


largely out of date. It will be important to guess r 
about the warships of the future ; otherwise, the sai 
feel, the vital importance of keeping open the sea ro: 
of Britain and the Commonwealth will be lost sight 
in the pursuit of the new strategy of atom-bombing 
commitment on the Continent. But the scientists are : 
yet ready with their calculations of the effect on operat 
of new weapons. 
* 


It is unfortunate that the Navy, as it pleads its c: 


must sometimes appear as the enemy of progress, especially 


when it has itself initiated so many new ideas in techn 


research and development. But it has had to deal in the pus 


with so many surprises that it is sceptical of other peo; 
certainties about the future. For example: 

1. Against the view, briefly set out in the White Pa; 
that any future war would be violent and sho: 
maintains that it might be what was called in 1 
phoney-and-long. If so, the need for sea-powe: 
build up the forces of Nato would be overriding 


2. It does not accept the assumption of other ser 
that, in case of war, the land forces of Nato v 
hold their position and airfields, so keeping 
enemy away from the shores of the Channel, 
Atlantic and the Mediterranean. It cannot dis: 
the possibility of further battles to get con\ 
through the Mediterranean against land-based 
craft ; of further evacuations of troops ; of fur’ 
marshalling of armadas to the continent or n 
distant objectives. 


3. It accepts the overriding need for effective fig 
defence of this country, but holds that lack of | 
oil and raw materials would bring defeat more su: 
than enemy bombing. 

4. It distrusts the idea of preventing war by the deter: 
of atomic bombing, because it distracts atten 
from what would happen if the deterrent failed 


It is clear that the ideas expressed in the White Pa, 
represent only a first tentative fumbling towards the n 
balance of forces that will be required in the future. 
designing that balance, it is the duty of the Navy to 
attention again and again to the maritime basis of Brit: 
strategy. It may be that the scientists will devise new w2 
of arming ships which will restore to the Navy its traditio: 
role of furnishing mobile striking power over gr 
distances. The American puclear-powered submarine | 
perhaps, one portent of how it will be done. But until | 
ways are found the Navy will maintain the number 2: 
increase the efficiency of its aircraft carriers. It is an expe! 
sive and, perhaps, short-sighted way of maintaining eff: 


tiveness and prestige; but no one has thought of a bett< 


way. 
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TONS CAPACITY 
REAR-DUMP WAGONS 


Will increase your profits! 


EUCLID 22-ton capacity Rear-Dump Wagons—powered by Rolls Royce diesel engines—are now built in Great 
Britain. 


The additional capacity of this larger EUCLID means not only more loads, but far bigger loads in less time— 
operating costs are reduced—profit is increased. 


22-ton capacity EUCLID Rear-Dump Wagons are available for early delivery—place your order now—all orders 
completed in strict rotation. 


EUCLID 22 and 15-ton capacity Rear-Dump Wagons, EUCLID Bottom-Dump Wagons and EUCLID Tractors 
& Scrapers are all available for Sterling. 


A complete After Sales Service is maintained for all EUCLID earthmoving equipment by the distributors 


BLACKWOOD HODGE 


and Agencies throughout the World 








666 






<a A profitable channel for Export Trade 


UXeMDOUTg 


(wr INTERNATIONAL FAIR 


JULY 10th to JULY 25th, 1954 

















Rives from all over the world thronged the 1953 Inter- 
national Fair at Luxembourg where 18 countries were 
represented by more than a thousand busy stands. So great 


J 


was the demand for space that an additional hall was made 
available to the Society that organises the Fair. Yet after this 
hall had been fully booked a further 183 applications for space 
had to be refused. 


You can make use of this meeting-place of the nations to 
introduce your products or services to new markets and to 


increase the volume of your export trade. But please make 
your application for space as early as possible in order to ensure 
an effective display in the large representative British section. 
All details from the official agents in the United Kingdom. 


AUGER & TURNER GROUP LTD. 


40, GERRARD STREET, LONDON, W.!. 
Telephones: GERrard 667! (4 lines) and GERrord 5947 (3 lines) 


Information about the Grand Duchy of Luxembourg from the 
Luxembourg Legation, 27, Wilton Crescent, London, S.W.]- 
Telephone : SLOane 6231. 
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Animal, vegetable 
or mineral 


The benefits to every modern industry to be 
gained from the use of X-ray diffraction in the 
study of production problems are innumerable 


The versatility of this technique includes, for 
instance, the identification of minerals and solid 
substances in very small quantities, the study of 
‘frozen-in’ stresses in castings and plastics, the 
investigation of setting in cement, the exam 
ation of textile fibre structure, and the analysis 
of particle size in powder 


X-ray diffraction is only one of the many research 
techniques which Sondes Place Research Institute 
applies to the development projects of its clients 


Industrial research problems and tech- 
niques are discussed in ‘Report’ 
the occasional bulletin published by 
the Institute. Write to us now so t 
we may put you on our mailing | 


Sondes Place Research Institute 


DORKING SURREY TEL: DORKING 3265/6 
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Chie year Fair 


Europe’s favourite playground offers 
all you can desire for a carefree holiday 
. .. Sunshine, snow, scenery, wonder- 
ful food and service . . . and it is also Basle 
the centre of European commerce. 


Whether you plan a business visit or tribu 
a holiday, you'll find full details of Ean 


travel arrangements, currency, etc., im: ¢ picture of ane 
" zer *s intensive industri 
at any Travel Agency—or at the Swiss activity in its most varied 


National Tourist Office, 458 Strand, oan. 
London, W.C.2. 





8th-I8th May 1954 
Swiss Industries 





a a of — 
groups dis- 

ier aa 21 halls. 

Fair provides the 

Foreign Visitor with an 


Full information from the 
Swiss Legation, 18 Mon- 
tague Place, London, W.1, 
or the Swiss Consulate, 
‘53, Spring Gardens, Man- 
chester 2. 
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e¢ - . 
Good news, Mac! The Board’s just 
- sanctioned our new extension. 
Dismantling, for a start. Then structural 
steelwork, machinery, mechanieal 
handling equipment — in fact, ‘the 
whole shooting match’! A tight budget 
4 Xu Xu 


as usual and speeds vital. 


Got any ideas ?”’ 






\ | 


“*Yes, one obvious one ! 


Try 600 firs: i 
SY 


re 
oS 


<o> 


Among the Activities and Products of the 600 Group of Companies are: Dismantling ; 

Mechanical Handling Equipment, including the famous Jones KL Mobile Cranes ; Plant 

and Machinery of virtually every type (GEORGE COHEN SONS & CO. LTD); Structural and 
Reinforcement Engineering (T. C. JONES & Co. LTD) 


rl 
GEORGE ™ COHEN 


SONS AND COMPANY LIMITED 
Established 1834 





All enquiries, please, to Group Information Department, George Cohen Sons & Co. Ltd., Wood Lane, London, W.12 


Telephone: Shepherds Bush 2070 ° Telegrams: Omniplant, Telex, London 





BC/$42/PGSS834E 
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LIFE INTERNATIONAL Editions are a unique advertising medium for 
1 showing the world what you have to sell. 
: Every fortnight, the English-language edition of LIFE INTERNATIONAL 
) h goes to more than 120 countries outside the U.S. and Canada. A 
Spanish-language edition circulates in the Republics of Latin 
America. 

73% of the men and women who read these editions are in the upper 
income groups. A large proportion of them are also in positions to 
influence the buying of business, industry and government. 

Only in LIFE INTERNATIONAL Editions can you reach so many top- 
of-the-market readers in so many parts of the world. There isa place in 
the large, beautifully printed pages of these editions for the advertise- 


ments of your company. The Advertisement Manager will be pleased 
to send you further information. 


LIFE INTERNATIONAL — average net paid 
circulation 250,000-300,000 copies in 
English, circulating in 120 countries out- 
side North America. 

LIFE EN ESPANOL—average net paid circu- 
lation 200,000 - 250,000 copies in Spanish, 
circulating in Central and South America. 
These are the INTERNATIONAL EDITIONS 


of LIFE MAGAzINE, with a combined 


circulation of over 500,000 copies every 
fortnight. 


TIME & LIFE BUILDING, NEW BOND STREET, LONDON, Wi 
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Nappies aired yet, Mrs. Hollis? 


When washed in water soft as rain, clothes are really clean and free 


t f 


* 
ei 


m hard-water lime deposits. In laundries, Albright & Wilson’s ‘CALGON’ (Sodium Metaphosphate) 
has long been used to soften hard water. ‘CALGON’ is not a soap, nor a detergent, but simply a water 


oltening powder. It is now being distributed through retail shops for all home uses. 


eS ne eee 


A sample of Calgon will be sent on request. 


Chemicals for Industry 


ALBRIGHT & WILSON LTD 49 PARK LANE LONDON 








670 THE ECONOMIST, MARCH 6, 1954 

































THE 
; ¥ 
- dixcepotee SOAS tte ; ; 
i 
i 
| 
| 
itbinasinias BY APPOINTMENT 
| YO THE LATE k 
ING GEORGE VI 
' MOTOR CAR 
| PRANUFACTURERS 


ee 
SSO wer anes 


oly Won ae 


we 










et [ke 
wr irr ry 


r Litt 






PH 


4 
2 
be 
y 
ee 


Lac ae ae AD 


Factory walls should be made of _ =: 

daylight. The skilled eye of the pattern- H 

maker, the concentration of the draughts- : 

man — these depend on good lighting as / 

much as anything for their efficiency. In i ae i ceiealinasim t 

factories, big sensibly placed windows sail nt “el — rr Uneuslied in 

provide abundant natural light for men performance and dependability, it is worth far more 

and machines. In offices, ““ INSULIGHT’ than the little extra it costs. These features—an 

Double-Glazing Units give daylight with extra strong casing . . . wide, flat tread with skid- 

thermal insulation. Dark passages, stair- resisting teeth and knife cuts . . . deep tread patterm 

ways, and windowless inner rooms can - +. & rubber liner to resist casing damage—make i 

be brightened with panels of translucent Gee ee 

“INSULIGHT” Hollow Glass Blocks. 

Glass, in many shapes and forms brings 

light and life to the industrial scene. For DUNLOP FORT 

advice on the best way to use it consult our 

Technical Sales and Service Department. 

Se atlas by Iboff | 

PILKINGTON BROTHERS 


LIMITED 


ST. HELENS, LANCS.; SELWYN HOUSE, CLEVELAND ROW, —<—<—<—$——— 
ST. JAMES’S, LONDON, S.W.1. TELEPHONES: ST. HELENS 4001, 
WHITEHALL 5672-6. “INSULIGHT” is the British registered trade 


mark of Pilkington Brothers Limited. Supplies are available through 
the usual trade channels. FD.2 
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KAMEN: TIMES | 
BRITISH COLONIES | 









e 
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REVIEW . % 
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Contents of the Spring issue :— ‘o, 


HE eur 


BUSHMEN IN THE KALAHARI 
by Professor Frank Debenham 


by R. W. R. Miller, Director of Agriculture 





) RESOURCES OF THE COLONIAL EMPIRE (XID 
ie FISHERIES 


| 
| 
AGRICULTURE IN SARAWAK 
| 
by Dr. C. F. Hickling, Fisheries Adviser to the Colonial Office | 

| 


Write to Roneo Ltd., 17 Southampton Row, London, W.C.1. Tel: Holborn 
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e CAREERS IN THE COLONIES (VD 

MINING ENGINEERING 

: MEN OF THE MOMENT IN UGANDA 

: (Sir Andrew Cohen, the Kabaka of Buganda, Mr. C. R. Westlake) 

COLONIALS IN BRITAIN 

‘ 

: ADEN: A SERIES OF PICTURES ere 

Z Roneo's interest 10 FY tg in 

| BICENTENARY OF THE ROYAL SOCIETY OF ARTS extends {a7 ie and time 989) impler, 
F by Sir Harty Lindsay equipment. been 80 ‘en found 

H FA =: Roneo’s & © ¢ soluti - re a small 
4 2 more ficient Whether you yscratch 

; POLO IN NIGERIA z neh less cost. WM 

H = vor large business, ©” 11 in Roned- 

| WEST INDIAN ELECTIONS a Cee 

: BERMUDA TO-DAY = 


COLONIAL FINANCE AND COMMERCE 





G 
LANNIN 
ING EQUIPMENT 
G 
To be published on March 9 TIONIN 


Price Sixpence 
Order your copy now 


From all newsagents and bookstalls. The annual postal subscription 
is 2s. 8d. Orders should be sent to the Subscription Manager, 
The Times, Printing House Square, London, E.C.4. 
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In the quiet, controlled excitement of the Casino 

it is those who know most who gain most... people who know 
are putting their money on the Zephyr 6. 

They say that once you have driven this quiet, exciting car 


no other choice is possible — rien ne va plus! 


THE BEST AT LOWEST COST 
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